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BULGARIA 


EXPORT CAPACITIES OF PHARMACEUTICAL INT#)STRY 


Sofia ECONOMIC NEWS OF BULGARIA in English No 7, 1979 pp 1,5 


[Text] GENKO TSANEV —- Deputy Ge 
neral Manager of PHARMACHIM 
State Assaciation 


Pharmechim Siate Association 
sprcisives m the production of 
chemicals and medicmes, micro 
tnological products, perfumery and 
cosmetx goods, ewenlial oils, and 
synthetic sromatic whstances It 
also handles the import of the raw 
materials it needs, and the export 
of its products 

During its existence Pherme 
chim. which has inherited the tre 
ditions of the Bulgarian pharma- 
sting mdustry, has modernued 
and expanded its structure and has 
lad sold foundations for rapid 
aivance m the production of all 
the essential drugs aromatic ols 
and perfumery-cosmet« prapare 
trons 

This greatly diversified lint of 
several thousand products has been 
entrusted to 10 plants and facto- 
res, and is well known to clients in 
more than 70 countries all over the 
world 

As s result of steaxtily growing 

mtegration between Bulgaria and 
the countries of the CMEA. the 
USSR in the first place, and also of 
the agreements on industrial co 
Operation signed with certam firms 
of the non-socialiot countnes, the 
way has been paved for meewung 
most fully the needs of the coun 
try’s health institutions for mo 
dern and effectwe drugs 


In « relatively brief tome Bulb 
garia has ceased to be a paswve 





consumer, turning into on active 
pre jucer and exporter of a large 
variety of medxmes — asntipy- 
retics, antibrotxs, mucrobial pre 
perstions, vitamins phytochemeal 
preparations, dresung material, 
perfumery and cosmetx materials. 
toothpastes and naturel sromatic 
Products 


The main customers of Bul 
garian txal substances 
are the Federal Republic of Ger 
many, Holland, Switzerland, Yu 
slavia, Italy, Britain, Spam, india, 
Egypt, Japan and Mexico, among 
other countries, while ready-to-use 
medicines are sold mamly to the 
USSR, Poland, Hungary, the CDR. 
Libys, Iraq, Nigeria, Afghanutan, 
Bangladesh, Pakistan, Algeria, and 
Syra 


Bulgarien dressing maternal has 
been very well recewed in Viet- 
nam, Holland, Alghenwten, ond 
Nigeria 

In addition to the treditional 
markets im a number of countries, 
our perfumery and cosmeti goods 
and our toothpastes have won new 
Customers in Cubs, Hungary, Mon- 
polis, Afghanistan. Yemen, Pe 
mama. Kuwait, Singapore, Hong 
Kong. and other countries. 


Pharmechim Association de 
votes particular attention to dwer. 
wfying ts production programme, 
optimiuimg its technologies and 


persistentiy improving the 
of sts products ae 


Success so far has come from 
maximum utilization of the po 
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tential for research by the Phar 
machim experts grouped m its 
specialized Research institute and 
in the develooment centres of its 
plants The Association also s- 
cures the cooperation of eminent 
Bulgarian scientists from unmer. 
sities and the Bulgarian Academy 
of Sciences This bram trust Const» 
tutes an effectwe force which en 
mires the introduction of resuits 
irom research into wdustrial prac- 
txe. 


Bulgaria t making an important 
contribution to the worldwide ef. 
fort to combat distase and prems- 
ture y oe: The motto under 
which sands of people work in 
the Phormachim Association today 
ws “Everything for Man's Health. 
Vitalitv. and Youth" / 


to 














[Text ] 





Professor Engineer Stamen 
Stamenov, Minister of 
Metallurgy and Mineral 
Resources 


the teundations of metalurngkal industry in 
Buleana wer lad bv the ing of the first 
“tens of the LENIN Metallurgkal Combine in 
the Fermus mining and industna centre 26 yearn 
age Metal praducten and processing soon bec ame 
one of the most dynamically devel branches 
of the national economy. forming 
aur machine, clectronx, dectrical engineering and 
constin, < bon industnes 

Metallurgy at present integrates within its sys 
tem a number ef large mining and metallurgical 
enterprises and combines like GORUBSO. KRE. 
MIKOVTSIL MEDET, LENIN, KURDJALI Dt 
MITER BLAGOEV, DIMITER GANEV, all using 
mo ‘em equipment and the latest technologies 

Bulgaria & listed among the leading nations in 


BULGARIA 


MINISTER SURVEYS DEVELOPMENT OF METALLURGY 


Sofia ECONOMIC NEWS OF BULGARIA in English No 7, 1979 pp 1,/ 


per capita production of lead and zinc, and 20th in 
the au tpw i of steel 

The nomenclatwre of the ferrous metal mdustry 
includes more than 1300 section kinds, 2°£ types 
and swes of steel pipes of 111 different grades of 
steel, rolled siecl sheet for a great variety of 
axticles, structural steed, hot and cold rolled steel 
sheet, parts for machinery and for the construction 
industry, welded and seamless pipes large dianot ter 
pipes fo. oil and gas mains zinc-plated steel sheet, 
tinmplated sheet plasticcoated steel sheet 
calé bent sections etc. 

Bulgaria sells on the world market lead, zinc, 
cadmium, bismuth secondary duminium, rolled 
copper, zinc and brass, lead gla ing and minum 
blue vitrol, pure zinc sulfate, rinc white, activated 
timc powder, sadtum bieulfide, sodum sulphate 
and various chemical reagents 

A number of Bulgarian developments in the 
field of metallurgy have been patented intema 
tionally, sich as a pracess of effective produc tion 
and processing of poor copper ores, leences for 
‘Protection of electrades for arc furnaces’ in the 
steel industry; Revenwe c t electrolysis by 
using higher density current, Copper refining in 
the process of convervon , and othens — which are 
now used by major enterprises in the USA, Japan, 


Germany, ltaly, Spain, 
Crechodo akia, and 


of many plants factories and combines to increase 
the volume and improve the quality and range of 
production The aim & to increase production of 
high-grade types of steel and thinwall parts and 
asemblies for more sophisticated products of the 
mechanical, electneal, electronic engineering and 
construction industnes 
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A aumber of new itews wil be added to the 
production list by the en” of the curren year, such 
= auminwm foil and Anp; a extenswe range of 
rolled aluminium she i for indusind purposes, for 
the food and beverage industry and for houscheld 
uses The chemkd industry ed ere mine 
dichlonde, bismuth, cadmium, cobalt, nickel and 
other salts designed to mect the demand of the 
home market and leave a certain margin for export 

The reconstruction and modemization of the 
metal and chemical industries will be achiewed, as it 
has been the case in the past, through cooperation 
and with the assistance of the USSR and the other 
socialist countries, as well as witht companies of 2! 
other countries cooperating with us on the basis of 
equality and mutud advantage, believing in the 
Cause of peace and progres 

















CHEMO-PHARMACEUTICAL PRODUCTS LISTED 


Sofia ECONOMIC NEWS OF BULGARIA in English No 7, 1979 p & 


[Text | 


The menufecturing tet of 
PHARMACHIM State Amocistion 
includes over 2,000 drugs used in 
lumen end veterinary medicine 
and im dental practice. 

xs eccount for the 
bulk the pharmaceutical pro 
ducts of the Association Buigeris 
holds one of the first places in the 
world in the export of these 

One wmportent feemre in 
production programme of PHAR. 


MEDICINES 


MACHIM «& frequent che wn 
volving the introduction 7 tions 
varieties About 40 per cent of the 
Association's output of dregs am! 
preperetions are repleced by or « 
products normally within @ peri«! 
of {we years 

intense retrerch is on sbheolute 
must for the maintenance of the 
chemac al, ‘el end 


mx robiologx al ts up to the 
| 





Brosdé-spectrum antibioncs fee 
ture prommentiy among the me 
dicwmes of Pharmachim, and they 
imelude = Terecyciirne, Oryterre 
cycline, Abricycline /Reverm/, 
bry thromyc in. Oleandamyc im, 
sem-synthetx penicillins mch ar 
Ampiciliin, Oxecillin, Benzecdlin 
and) 6Carbenicillin, Gentemycin 
Terreoicen, Tubocin, end orginal 

1am antibiotics of fungistatic 
action bke Niphimycin 

All antibiotics are produced ins 
range of medicinal forms for both 
adults and chikiren 

Among the world-famous pre- 
perstions ere Nivelin word im the 
treatment of peralytx . onditions 
after polyomyelitix, Aownel - 
based on the attar of rose and used 
im the treatment of stones in the 
gal! bledder and m the hudnrys. 
Vincapen — eagemet§ hyperien 
gon, and « aumber of other drugs. 
mch as Creteemon and Glaus ent 

Neurotropx preparetions are 


prominent emong the drugs uwd 


by modern men tadey, end the 
ones most frequently used are 
Opipramo! and Psvchophorin 

Another well known 
preperation «m Tempiwon, with its 
derwatives Tomo. Tempeigin etc. 

There are « sumber of other 
dug forthcoming in the 
form, Aimagel and Aimagel A tor 
the treatment of gestnce ulcers and 
hyperaced gestri.-s are very po 
puler in the country end sbroad 

Soluren @ «© highly efficient 
Preparation agaimst urate stones m 
the kudneye 


New and further umproved 
form: of med mes are mtraduced 
in the Buigarian pharmaceutics! 
imdustry. tablets in the form of en 
adapted film to be dimolved im 
different parts of the digestive 
tract, efferwement tablets whow 
dmg content ts taken in the form 
of lemonade /vitemin C. caolcwm 
@uconate/, and depot tablets 
which gradually release the active 
whetence. 


BULCARIA 


gn 
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VETERINARY 


PHARMACHIM Sut Amor 
ton produces highly efiectrve ve 
termery preperstions for the pre- 
vention end control of ducases mo 
emmals end for mcreanung output 
from lvestock-breedimg 

in the production of Tylor - 
m vertous forms like Phermetir — 
8 water-soluble powder, Pharmetin 
50 amd 200 ~- mpection so hons, 
end Pharmenn 220 0 grentiete. 
Bulgaria now ranks second m the 
world, efter the USA Very pro 
musing for use im veterinary med> 


PREPARATIONS 




















RBEGIUNAL DIFFERS Li HOUSING QUALITY ANALYZED 


West Berlin DIW-WOCHANBERICHT in German Vol 46 No 32/33, 16 Aug 79 pp 343- 
350 


[Report by German Institute for Economic Research, West Berlin: “Regional 
Differences in GOR liousing Quality” } 


|[fext} At first glence she housing supply in the GOR appears not at all in- 
adequate. In early Jul» 19)» the housing stock q@mounted to nearly 6.8 ail- 
lion units. Given @ population of 16.7 aillion, this corresponds to 403 
housing units per 1,000 residents (1970: 355). Im the Federal Republic the 
same index figure was 40. (1970: 341) and the total housing stock anounted 
to 24.9 million wits. The GR looks quite good also by comparison with 
Other Buropean countries. Going by the availability of nousing wits per 
1,200 residents it achieves nearly the same standard of supply as Austria 
(1977: 393); it lags behind only the Federal Republic, Sweden (1975: 429), 
Dermark (1977: 432), France (1975: 399), Switzerlanx (1977: 411) and Bel- 
give (1976: 403). 


This comparison, though, fails to take into consideration the differences 
in the average size of housing wits, because comparative data here are 
largely lacking. West German housing umits are, on the average, about one 
third larger than those in the GR (78 square meters compared to 58 square 
meters). Currently the Federal Republic makes available 3] square meters 
of living space per resident, caupared to 23 square meters in the GR. 
This reflects the far inferior housing construction output in the GR: 
Calculated at comparable prices, the per capita housing corstruction volume 
there achieves only two thirds of the West German yalue; in 1970 it managed 
barely 40 percent, in 1960 as little as one third, 


When we take qualitative features into account, the GOR displays consider 
able backwardness. tialf of the GR housing stock (only a quarter in the 
Federal Republic) dates back to the period before 1918, and only 30 percent 
of all housing umits were produced after the war (more than 60 percent in 
the Federal Republic). This preponderance of old housing stock has resulted 
in substantial arrears in the equipment with heating and pluvuving facilities; 
often also the buildings as such are in quite poor condition, This trend 














was eaphasized oy the extent of the neglect to which maintenance and repairs 
of the obsolete housing stock had been condemed for many years, in favor of 
imvestments in the producing sector,, 


Only when, in the aftermath of the last census in the early 1970's the eco- 
nomic leadership realized the appalling state of large portions of the 
housing stock did they feel coupelled to allow wore scope to the maintenance 
and modernization of old housing anc = new housing coustruction, 
That is probably the main reason why the —\~ om housing construction pro- 
gram through 1990 was developed in 1972/1973 


Table 1--The Condition of Housing and Old Housing Stocks in the GOR on 1 Jan- 











uary 1971 

Percentage Share of Building Con- Percentage Share 

dition Categories?) ty the Housing of Housing Units 

Built Before 1919 

i Il Iil IV 

Total GDR 20.3 63.9 14.7 1.0 56.7 
East Berlin 20.1 60.4 18.5 0.8 54.5 
Lorthern bezirks 26.8 54.0 17.5 1.6 51.4 
Neubrandenburg 25.5 55.5 17.0 1.8 51.3 
Rostock 28.9 52.4 17.0 1.6 47.0 
Schwerin 25.2 54.5 18.6 1.4 57.8 
Central bezirks 22.0 61.8 14.8 1.3 49.8 
Cottbus 29.8 58.7 10.4 1.0 42.1 
Franicfurt 23.9 56.8 17.6 1.6 41.1 
Magdeburg 19.6 61.6 17.4 1.2 62.0 
Potsdam 17.5 67.4 13.5 1,4 46.5 
Conurvation bezirks 17.2 68.5 13.5 0.8 60.9 
iresden 17.1 65.0 16.9 0.8 60.8 
jialle 19.8 63.5 15.5 1.2 55.1 
Karl Marx Stadt 15.0 75.3 9.3 0.4 64.8 
Leipzig 17.3 69.0 12.9 0.8 62.2 
Southwest bezirks 22.5 61.2 14.1 0.9 60.2 
Erfurt 21.6 61.2 15.8 1.3 61.1 
Gera 28.7 54.5 12.1 0.5 60.8 
sunl 16.0 70.1 13.1 0.7 57.1 


i suilding condition categories: I: well maintained; II: slight defects; 
lll: serious defects; IV: uminhabitable.-- 2) Residential buildings only. 





Source: DiW calculations using the results of the living space and building 
census of 1 January 1971. 








Condition of Residential Buildings in 1971 


The census of living space and buildings of 1 January 1971 noted the follow 
ing defects: 


-- Only 20 percent of all living quarters in residential buildings were in 
satisfactory condition (building condition category I), except for 
Cottbus, Gera audi Rostock bezirks where nearly every third housing unit 
came up to standard, Just umder two thirds of the stock was reported to 
have slight defects (building condition category II), and 15 percent 
serious defects (building condition category III). One percent was clas- 
sified as uninhabitable (building condition category IV). 


~~ A regional analysis by kreises showed up substantial differences: In 
47 of the 218 city and rural kreises of the GOR mre than 25 percent of 
housing was in good condition; in 52 kreises, on the other hand, every 
fifth unit nad to be officially classified as category III or IV, and 
a@s many as every third unit in Eberswalde, Hagenow and Stralsund rural 
kreises. 


-- it is remarkable that not private residential buildings but those in 
state ownership were most Geficient: In 1971 in 76 kreises more than 
20 percent of the state owned residential buildings were badly dilapi- 
dated, In 30 kreises wore than 3 percent of the stock had to be con- 
demmed altogether, in Pasewalk as much as 8 percent. 


-~ The proportion of dilapidated nousing was above average in the large 
cities and smaller coummities; medium size camicipalities did better. 
In the matter of equipment the soaller coumamities did markedly worse. 
liousing in city kreises had far better amenities than those in rural 
kreises, but at the same time displayed considerable structural defects. 


-~- As many as 180 urban and rural kreises did not even have 10 percent of 
their housing stock equipped with central heating, baths/showers and 
inside lavatories. More than 40 percent of housing in 18 kreises had 
no piped water supply, and in another 42 kreises about a third of the 
units lacked this amenity. Only in the new cities such as Eisenhuettenr- 
stadt (more than 5O percent), Schwedt (more than 85 percent) and Halle- 
Neustadt (99 percent) did the auenities of the large majority of housing 
units meet modern requiremcr.ts. 


-~ In 6 of the 15 bezirks more than 60 percent and in another 5 bezirks 
more than half the housing stock dated back to the pre-1919 era, Their 
amenities are particularly substandard, Only every 20th umit had central 
heating, every 4th an inside lavatory and bath. The old housing stock 
was particularly prevalent in the southwest bezirks and the conurbations. 


The neglect cf the old housing stock is due to the fact that the level of 
rents--kept low for sociopolitical reasons--allows neither private building 

















owners (nearly 60 percent of all residential buildings) nor comummal housing 
administrations and cooperatives to set aside money for even the most urgent 
repairs. To this day the rents of apartments new buildings amount to 
only MO.80-1.25 per square meter of living space (in the Federal Republic 
the average rent for housing built since the war is IS, for the most modem 
buildings DM6-8); rents of apartments in old buildings are frozen at the 
1938 level. As a result only 3.5 percent of the household income in the GUR 
goes to rents, compared to 12.5 percent in West Germany. The GR therefore 
grants very large subsidies "to safeguard stable rents for the people." In 
1978 the amount of the subsidies was M1.4 billion. 


Neglected in the GDR is not only the repair but also the demolition of dere- 
lict housing or of residential buildings which, due to neglect of repairs, 
are in too poor a condition to be restored, In the period 1960-1975 the 
annual rate of scrapping was only just about 0.3 percent of the stock; in 
the last 3 years 0.4 percent--that is only about half the percentage usual 
in Western countries. Since 1971 more than the aveiage volume of buildings 
is demolished in only 4 of the 11] bezirks where old housing stock predomi- 
nates (East Berlin, Neubrandenburg, Leipzig and Schwerin). Om the other 
hand Frankfurt Bezirk records more demolition though it has a relatively 
small stock of old buildings. 


Table 2--GDR liousing Construction Output 1971 Through the First lialf of 1979 





























(1) Fertiogestelite somnungen od (4) notches 
3) et . 
(3) 1” heudau ‘te (8) a1s(9) Gescnaffene woonflache ~' genge 
(5) (6) “oter- een 
Jarre Insgesamt gesant car. (7) > oe nisie- gesent Je (10) 
(6) Ei zerhe ime Ausdav rung (6) women) 
Anzen! (11) 1009 “a ~ 12 Anzan! (11 
1975 86 777 65 02" 2 198 1? 109 ia 10 647 4 398 $7.8 
1972 117 026 69 $52 2 437 16 349 31 125 « 905 $7.1 as 33 
197) 125 769 82 725 $ 189 16 493 | 29 $51 5 $73 $7.9 S 66) 
1974 133 301 8 312 9 $49 1498 35 05! & 201 60,! 6 316 
"775 140 79) 95 976 11 207 2 214 32 693 6 $23 60 ' 
| 1976 150 617 103 O91 11:19:90 1t 600 1% 926 6 669 9:9 $ ea 
1197? 162 746 106 626 ) 7a4 ‘ 10 $68 a 3$1 ? 097 60.5 29 $83 
8 167 799 11 909 1 913 "99 O00 45 890 7 318 69,0 5) 59 $00 
V.meld) hr ‘ , 
1979'% 13) 78 121 $2 082 6 378 ) 4 900 +8 079 ys 363 5)60 114 000 


























(14) t)Wortauf:g.-2)Neu-, Um- und Rusby Sowte Mocernisierung.-3)0urch Neu-, Um- und Ausbaw. ~4)Auf ter lung geschetzt.-S)Geschatzt. 


Queller Statistische Jahroucher der JOR; Statistisches Tascrhenbuch der ODOR 1979, Planerfyll 
———_ : — . . / wngsberichte (Neves Deutschland 
(15) vom 19.1.1979 Daw. 14./15.7.1979) sowie Berectnungen und Schatzungen oes Ole. 
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» Completed housing units 

. Total of lost housing space 
.» New construction 

Living space provided 

. Year 

- Total : 
[Key continued on following page | 


DUS Vn 


10 














7. One-family homes 

8. By remodeling and extension 

9. As modernization 

10, Per housing unit 

ll. Units 

12. Square meter 

13. First half 1979 

14. Footnotes: 1) Preliminary.-- 2) New construction, remodeling and 
extension as well as modernization.-- 3) By new construction, re- 
modeling and extension,-- 4) Estimated distribution.-- 5) Estimated, 

15. Sources: GDR Statistical Yearbooks; "Statistisches Taschenbuch der 
DDR 1979" [GoR 1979 Statistical Handbook}; plan fulfillment reports 
(NEUES DEUTSCHLAND, 19 Jamary 1979 and 14/15 July 1979), also DIW 
calculations and estimates. 


Table 3--Regional Housing Construction Output 1971-1978 





















































(1) Fertiggestel ite wonnungen*’ uon- (2) 
Berirxe (3) (6) 4 )im Weu-, Um- und Ausdaw (5) als Moderntsierung — 
insgesaat und gesamt von: nac rien . 
Rovteu> Ausdad je 1000] gesent nisie- (6) 
() Eimepn-| (6) 1 ul 111 | rungs-<) | [osge- 
gesaat ner3 ( te 
DOR, insgesamt (12) | 1089 837 [721 422 | 102 271 48.8 | 266 144 | S46 137 157 386 | 54 621 5,57 166 604 
Berlin(Ost) (13) 94 838 | 63 943 9 414 66.6 | 21 481 | 1 962 14 059 5 460 6,18 33 204 
Nordbezirke (14) | 158 401 |113 315 8 529 $8.3 | 36557 | $ S05 21 548 9 504 7,85 21 061 
Neubrandenburg 49 S49 | 33 321 1 722 55,7 14506 | 1 645 9 398 3463 | 10,57 8 61! 
Rostock 67 334 | S2 387 3 763 64,6 11 184 | «1 333 5 837 40M 6,17 6 309 
Schwerin 41 518 | 27 607 3 044 $1,7 10 667 | 2 $27 6 313 2 027 1,38 6 141 
Mittelbezirke (15)) 275 707 |1e2 116 | 22 047 51,3 71 $44 | 05 189 39 221 | +17 134 6,81 31 003 
Cottbus 62 168 | 45 106 4 071 56,3 12013 | 1 383 9 046 2 see 6,58 ? 191 
Frankfurt 55 $83 | 39 378 2 269 60,7 13936 | 2 175 ? 181 4 580 8,62 6 615 
Magdeburg 95 758 | 55 879 | 10 O28 50,9 | 29.351 | 8 891 14 169 6 291 7,77 12 813 
Potsdam 62 678 | 41 755 5 679 42,2 16 244 | 2 740 8 625 3 679 4,88 4 34 
Bellungsberirte (16)) 397 939 J2se 110 | 45953 | 41,9 | 97 76 | 23695 | 57555] 16686 | 4.42 | 68 755 
Dresden 9% 965 | 64 947 10 955 41.2 | 21 063 | 4 310 12 262 4 491 3,70 13 687 
Haile 110 694 | 74 557 10 788 45,3 | 25 349 | 4 001 1S 633 5 715 4,84 12 001 
Kar! -Marx-Stact 103 325 | 64 622 13 393 99.2 | 2310 | 7 949 13 390 3 971 3,79 21 353 
Leipzig 86 955 | 49 984 10 617 41,9 | 2184 | 7 375 16 270 2 $09 5,76 21 $14 
Sidwestbezirke (17) | 162 952 [107 938 | 16 328 49,1 38 686 | 7 2846 25 003 $ 637 5,55 12 781 
Erfurt 75 210 | $2 315 6 $17 87,3 16 378 | 3 089 10 992 2 337 4,90 6 386 
Gera 55 B02 | 36 056 S 991 57,0 13755 | 2 893 8 791 2 071 6.62 4 420 
Sun} 31 940 | 19 567 3 820 42,5 @ss3 | 1 906 § 229 1 429 6,49 1 975 














1)1978 vorlaufig bzw. vom Dlw geschatzt.-2)Neu-, Um- und Ausbauw sowie Modernisterung.-3)Anzah! der neu-, we- und ausgebauten 

mit dem Durchschnitt der jeweilioqen wohnbewOlkerung (per 31.12.) in den Jahren 1971 bis 1978.-4)Kategorien © I: Was- 
seranschiuS. Innentotlette, Abwasserbeseitiqung, Ii: wie |, zusatzlich Bad Ozw. Ousche und Warmwasserbdereitung; I11: wie II, 
Tusatzlich modernes Heiz .~S)Anzahl der 197) bis 1978 modernisierten wonnungen in wi des Bestandes der vor 1945 gebauten 
Wohnungen am 1.1.1971. let 


Quelien: Statistische Jahrbucher der DOR; Statistisches Taschenbuch der DOR 1979, Planerflllungsverichte 1978 der Bezirke 
sowie Schatzungen und Berechnunges des Oi. (19) 
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Completed housing units 

Lost housing space 

Bezirks 

In new construction, remodeling and extension 

As modernization 

Total 

New construction 

Remodeling and extension 

- Total per 1,000 residents 

10, By categories 

11. Modernization ratio 

12. Total GOR 

13. East Berlin 

14, Northern bezirks 

15. Central bezirks 

16. Comurbation bezirks 

17. Southwest bezirks 

18. Footnotes: 1) 1978 preliminary figures or DIW estimates.-- 2) New 
construction, remodeling and extension, also modernization.-- 
3) Newly constructed, remodeled and extended housing with the aver- 
age of the respective residential population (as on 31 December) in 
the years 1971-1978.-- 4) Categories = I: piped water, inside lava- 
tory, sewer connection; II: as I plus bath or shower and hot water 
supply; III: as II plus a modern heating system.-- 5) Percentage of 
1971-1978 modernizing housing in the stock of such units built be- 
fore 1945, as of 1 Jamary 1971. 

19. Sources: GOR Statistical Yearbooks; GOR 1979 Statistical Handbook; 

1978 bezirk plan fulfillment reports, also DIW estimates 

and calculations. 
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iivusinzs Construction Output Since 1971 


Since the beginning of the 1970's the overhaul of old buildings has been in- 
cliced in the plans and financing provided from budget resources and by way 
of loans. In 1978, for example, the state budget paid Ml.2 billion for 
building repair and modernization, compared to M1.8 billion for new housing 
construction and another M1.8 billion for-interest and principal repayments 
and subsidies for new construction loans, 


We thus sec that the modernization of obsolete stocks was vigorously pursued 
in addition to new construction which rose quite steadily from 65,000 units 
peas ammum (1971) to 110,000 units (1978) and to remodeling and extension 

wh ch ppovided another 10,000-16,000 housing units per anmm, Modernized 
housing” multiplied rather quickly, from barely 11,000 units (1971) to nearly 
46,000 (1978). Just about 60 percent of the housing modernized from 1971 to 


1978 were brought up to category II and about 20 percent each to categories 
I and IIil, 











The distribution of new comstruction and extension auong the bezirks dis- 
closes noticeable differences: Most housing per resident was built in East 
Berlin which has long enjoyed priority, also in Rostock, Frankfurt, Gera, 
Cottbus and Neubrandenburg bezirks. Least favored were the populous bezirks 
of Karl Marx Stadt, Dresden and Leipzig, and the situation was similar for 
Potsdam and Suhl. 


The volume of bezirk specific construction output is only in part determined 
by the standard of supply achieved hitherto, or by age structure. Of the 
six bezirks with a relatively advanced housing construction output, for ex- 
ample, only two (Rostock and Neubrandenburg) are among those where supplies 
were much below the average; East Berlin, by contrast, has long enjoyed @ 
good supply of housing. Im addition Frankfurt and Cottbus had relatively 
little old stock, In fact Cottbus and Gera were among the regions with the 
least defective building stock. Among the five bezirks where construction 
Output remained below average the three conurbation bezirks have a reason- 
ably good supply standard, but that standard is fairly low in the case of 
Suhl. With the exception of Potsdam the age structure in all these bezirks 
leaves auch to be desired. 


The average size of the housing units built from 1971-1978 differs very 
little from one bezirk to the next, It only fluctuates between just under 
°7 square meters in East Berlin and 61 square meters in Cottbus, with a GDR 
average of slightly better than 59 square meters. The smallness in differ- 
ence in average housing size is due mainly to the prevalence of prefabrica- 
tion (1978: 84 percent, of new housing units) with standardized dimensions 
of the concrete slabs, 


AS in the case of new construction, regional distribution was by no means 
equal as regards frequency of modernization. Clear divergences emerge if 
the housing units modernized in the bezirks since 1971 are related to the 
prewar stock recorded in 1971: Relatively little modernization was carried 
out in the conurbations, though many of the units there were built before 
1919; most modernization involved the less obsolete stock in the northern 
bezirks. ‘the fourt bezirks with the highest rate of modernization are 
Neubrandensurg, Frankfurt, Magdeburg and Schwerin, the rate is lowest in 
Uresden and Karl Marx Stadt--two bezirks where old buildings are particular 
ly frequent. 


Present-Day Equipment of Housing 


We may gain some notion of the current standard of the equipment of housing 
by recording statistical changes in the results of the 1971 building census. 
ifodernization is taken into account as well as new construction output and 
demolition, In order to describe the regional differences as accurately as 
possible, our calculations extend to kreises as well as bezirks. We were 
able to use some data of bezirk statistics as wll as many details published 
in the GDR bezirk press. These were supplemented by estimates, 
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Taplc 4--Data on Regional Living Space Equipment 





Living Space Provided” Stock of Living S$ on 
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Bezirks per mit per resident per mit per resident 
Square meter square meter 
Total GDR 59.3 2.9 58.1 23.3 
East Berlin 56.8 3.8 56.3 25.2 
Northern bezirks 59.6 3.5 58.0 21.2 
leubrandenburg 60.8 3.4 58.7 21.5 
Rostock 58.7 3.8 56.1 20.3 
Schwerin 59.9 3.1 59.9 22.1 
Central bezirks 59.5 3.1 59.5 23.4 
Cottbus 61.2 3.4 59.0 23.0 
Frankfurt 58.3 3.5 58.4 22.5 
Magdeburg 59.0 3.0 59.7 24.0 
Potsdam 59.6 2.5 60.2 23.5 
59.6 2.5 56.3 23.3 
Dresden 61.1 2.5 57.1 23.5 
tialle 55.9 2.7 57.6 23.0 
larl iarx Stadt 58.9 2.3 52.4 22.7 
Leipzig 59.5 2.5 59.5 24.3 
Southwest bezirks 59.8 2.9 60.4 24.0 
Erfurt 59.4 2.8 59.6 23.9 
Cera 60.6 3.5 60.5 24.3 
Suhl 59.2 2.5 61.8 23.9 





1) By new construction, remodeling or extension.— 2) DIW estimate of 
chanyes since the living space and building census of 1 Jamary 1971. 


vources: GDR Statistical Yoarbooks; GOR 1979 Statistical Handbook; DIW cal- 
culations and estimates. 





According to all these 22 percent of GOR housing now has central 

(1971: 11 percent), 50 percent is equipped with baths or showrs (1971: 

36 csueent) aaa inside lavatorics (1971: 42 percent); 89 percent has piped 
wtter (1971: 82 percent). In the Federal Republic these levels were 

© chievec, in the 1950's with regard to inside lavatories and in the early 
."80's with regard to baths/showers. Currently roughly 90 percent of our 
nousing is equipped with baths and WC's, 60 percent with central heating. 


lkousing quality differs sharply in the various GOR bezirks. East Berlin 
apartments have most amenities, and the standard there is well above the 
average. The conurbations and southwest regions (Suhl, Erfurt) but also 


some other regions (NNeubrandenburg, Schwerin, Magdeburg) record serious gaps. 








4n analysis by kreises shows the persistent deficiency in the quality of 
housing in the various regions: 


— Agong the 219 GOR urban and rural kreises the proportion of fully equipped 
housing does not even amount to 10 percent in 40 krvises; in another 79 it 
is between 10-15 percent, and in 53 more between 15-20 percent. 


-- Equipment with central heating is particularly deficient: In only 36 krei- 
ses (including 22 urban kreises) are more tha 25 percent of apartments 
centrally heated; in another 129 only every 5th-]0th housing wit boasts 
a@ modern heating system. In 23 kreises, especially in the conurbations 
and Cottbus, not even every 10th wit is centrally heated, 


-- In 26 kreises more than 60 percent of housing have a bath/shower; in 18 
ireises, on the other hand, not even =3 percent are so equipped. The 
largest groups, 78 Ixecises, boasts such sanitary facilities in only just 
under 50 percent of all housing. 


-- The cquipment of housing units with piped water still leaves a great 
deal to be desired; though now in only 3 kreises more than 40 percent of 
the building stock lacks piped water altogether and in 65 kreises 
(1971: 35) just under 10 percent lack this facility, no piped water is 
available in every 4th-6th housing unit in 136 kreises. 


-- Urban kreises usually enjoy far better amenities than rural kreises. The 
bezirk capitals especially stand out among the surrounding regions; only 
Leipzig and iialle are outshone by their rural kreises. 


In addition to the large cities the central bezirks genorally--especially 
the kreises in the vicinity of East Berlin--and the northern bezirks plus 
a few kreises in the southwost bezirks show a greater incidence of ameni- 
ties. The southwest bezirks and some kreises in the conurbations are well 
supplied with piped water, while the north and some kreises further away 
from Kast Berlin tend to be rather backward in this respect. 


In general we are bound to note that housing construction in the past 

S years did nothing to reduce the considerable regional differences in the 
quantitative and--quite especially—qualitative housing supply. Evidently 
the Go's regional policy has other soals, such as the general direction of 
manpower and high priori’, for now settlements in hey industrial regions. 
That is wiy cities and, in particular, the bozirk capitals enjoy much at- 
tention while the surrounding areas are still apt to be neglected, 
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Table 5--ijousirg Stock and Its Equipment in 1971 and 1979 



























































(1) sonnungsdestand an 11.1971 *? (2) onmungsbestand an 1.1.1979 > 
(3) 4) > mach Ausstettungsmert- : mech Ausstettungsmert- 
bez irte tekgesant {55 miles in wt (4) tasgecant %; malen in wt 
=o tev DOO Tentraty) | bed baw. : ser-<) im + "Sad te. Wasser) | are 
+ O08 1 : 1 
(10) TES 7) Lon 
COR, insgesent 6 057.0 35 0.8 3,5 62.9 6 713.9 401 x 69.0 
Berlin (Ost) (11) 463.7 | 427 4.8 8.8 28.5 $03.9 “4? 28.1 72,3 100 
Resrendendyr5 24 316 $.6 3.7 74.5 227.9 Ms 70.6 $2.4 8.7 
Rostock 269.2 | 313 18.5 9.4 77,3 39,0 363 33,0 38 6,3 
Sctwertn 192,7 322 12,2 33,1 75.9 217,2 Br.) “7 47,2 6s,! 
Mittelberirke( 13)! 387.1 | 250 4,9 “1,7 75.9 | 1560.3 | 393 26,4 53.7 | 84,2 
Cottbus 3017 350 18.0 47.1 76,5 3,7 390 29.7 $8.9 2 
Frenefurt 233.9 su) 6.9 “4.9 77,2 769,09 385 30.6 2.8 66 
Magdedurg 60,1 | 359 12,3 33,6 72,1 $13,2 403 24,0 “6,9 62,0 
Potscem 91.4 MS 4,5 45,1 79,0 su 399 23.9 “4 6,1 
1” irte | 2 681,00 | 365 7.9 4,2 62,4 2 92,3 au 6,7 “4,2 4 
Dreséen | eas. | 366 7,2 4 79,4 as | 412 16,5 a2,9 | ote 
Halle 666.5 346 13,1 BS 60.5 799.9 400 nm, 4.9 | | 
Leipzig $42.1 | 363 7,3 4,4 67,2 1,3 408 6.8 9,3 “4 
tbez ‘rte 661.9 3138 9.2 4 66.5 973.3 et 20.4 49,2 92.7 
Erfurt ©15)1 anz,s | 328 8.8 38,0 83,5 4,9 | 3% 19.9 49,1 89.6 
Gera 259,3 351 9,2 B44 87,0 2% .9 402 2.7 $1.3 %,! 
Sunt 190,1 344 9.9 38,7 92,2 211,58 3a? 9,7 %,2 97.5 
1 )ohnungen in wohn- und NichtwohngedDauden, einschlieSlich Behel fsuntertunfte. -2)£ 1sse OF wohmraue- und Geddude- 
zehlung wor 1.1.1971 — Ges DiW.-4)Einschl teSlich Fernheizung sowie Ofenheizing fur Strom, Gas und O1.- 
S)in der wonmung. (1 
Quelion: Stetistische Jamrbucher der DOR; Statistisches Taschenbuch der DOR "Vii Erjebnisse Ger Wohmreun- und Gediu- 
dezéhiung von 1.1.1971 sowie Be ‘echnungen und Schtzungen es Div. (174 








acy; 

iiousing stock as on 1 Jamary 1971 

ilousing stock as on 1 Jamary 1979 

Dezirks 

Tota. 

Dy items of equipmont--percentages 

Per 1,000 residents 

Central heating 

8. Dath or shower 

9. Piped water 

10, Total GoR 

ll. Vast Berlin 

2. orthern bezirks 

13. Central bozirks 

14, Comurbation bezirks 

15. Southwest bezirks 

16, Footnotes: 1) Apartments in residential and nonresidential build- 
ings, including emergency accommodation.-- 2) Results of the living 
space @md building census of 1 Jamary 1971.-- 3) Record of statis- 
tical changes provided by the DIW.-- 4) Including district heating 
and electric, gas and oil furnaces.-- 5) In the apartment. 

17. Sources: GOR Statistical Yearbooks; GOR 1979 Statistical Handbook; 
results of the living space and building census of 1 Jarmmary 1971, 
also DIW calculations and estimates. 
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Graph 1--Features of the Qualitative Regional Housing Supply in the GDR 
in 1979 
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Source: DIW calculations and estimates 


Key: 

a. Extent of the supply of housing units equipped with bath or shower 
as @ percertage of each region's housing stock 

b. Extent of the supply of housing units equipped with central heating 
as a percentage of each region's housing stock 

c. Bezirk border 

d. More than 60 percent 

e. From 50-60 percent 


[Key continued on following page] 
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f. from 40-50 percent ij. From 20-25 percent 
g. "rom 30-40 percent xk. From 15-20 percent 


From 10-15 percent 
From 5-10 percent 


h. i to §O percent 
i. More than 25 percent 


a 


Graph 2--GDR Housing Units Without Piped Water as a Percentage of Each 
Region's Housing Stock 
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Source: DIW calculations and estimates 


Key : 
a. Bezirk border d. From 20-30 percent 
b. More than 40 percent e. From 10-20 percent 
c. From 30-40 percent f. Up to 10 percent 














Outlook 


A greater dimimition in regional differences seems urgent, if oly from the 
aspect of the social clemgents of the housing construction progrm, Certainly 


cording to the long-range housing construction program the construction of 
another 2.1 million units is plamed for the period 1981-1990 (a third of 
this figure will be accounted for by modernization). The expenditure necded 
is estimated at 145 billion. The current 1976-1980 Five-Yoar Pl@m assigned 
oe 8 Se ee Se S ents Mae See eae 
(inc 550,000 new buildings), complete with related comamity facilities 
(such as nurserics and supermarkets). Excluding the cost of repairs this 
corresponds to an investment volume of at least 40 billion or 17 percent of 
the total investments earmarked for 1960, We are probably justified in 

the corresponding share of housing construction investments 
will be even higher in the next 10 years. 


Given these dimensions wo are bound to ask whether the GOR will be able to 
continue giving priority to housing construction in view of the decline in 
overall economic growth, the obvious productivity problems with respect to 
the use of production factors aud, especially, in view of the increasin, 
worldwide intlation of raw material prices and the cnsuing complex adjustuont 
problctas. 


If tic carlier policy of increasec efforts to raisc exports in order to fin- 
ace the far more expensive imports is contimued, this will obviously requirc 
a relative diminution of goods available at hom. Private consumption and 
imvestzaont will rise at a slower rato, Within the scope of the availabic 
imvestmont volume tho producing sectors, transportation and the other infra 
structure as woll as housing construction will nocessarily campete for re- 
sources. The alternatives are these: Either to insist on pressing on with 
the urgently necessary renewal of housing at the expense of the other invest~ 
ment sectors, or to restrict Uw housing construction program in favor of 

the cqually urgent strengthoning of other sectors. As the housing construc- 
tion program was adopted as the result of an important political decision 
aul maic the “core of the SED's social policy,” changes will not be casy to 
achicove. At Most @ certain restructuring in the direction of vee ts emphasis 
on modernization rathor than now comstruction may be conceivable. 

may yoars groat eitforts wre mace to improve productivity, especially in 
undorgrourul construction, and to save building materials. Lately another 
task has been added: Dy better insulation--initially at least of new builii- 
ings--to reduce cnergy consumption, 


FUOT WLS 
1. Data as per United ilations Zconomic Commission for Durope, “Anal Bul- 


letin of liousing and Duilding Statistics for Hurope,” New York 1978, 
pp 14 ff, 
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Sec “ilousing Supply and liousing quality in the GOR,” cdited by Nanfred 
Melzer, DIV-OCL2UAIGIT No 30/1978, pp 291 ff. 


The housing construction program was enacted in 1973 at the 9th and 10th 
Pleormmms of the SED Central Committee and explained by the minister for 
comstruction. See NEVES DOVISGILAD, 4 October 1975, pp 5 ff. 


Households with a family income of more than 12,000 pay up to 33 percent 
more. 


Sec NEUES DEVISGZAD, 29 Jume 1979, p 5. 


Modernization may, on the average, cost 35 percent and a naximm of 

70 percent of an apartment in @ new building, and the life of the apart- 
mont is supposed to be extended by at least 30 years. Sec SOZIALISTISCLEE 
DEGERATIL, 26 Jameary 1972, p 5. 


Three categories of modernization are distinguished: The ninimm require- 
mont is the incorporation of water and sewer lines as well as a moder 
cooking stove and inside lavatory (category I); equipment with baths, 
showers and hot water heaters is also often involved (category II). Only 


the third category also includes equipment with a central heating instal- 
lation. 


it masst be noted, though, that the average size of housing built in the 
GOR since the carly 1970's has increased fram 57-60 square mters (Fed- 
eral Republic: from 87-100 square meters). In the GR also this is the 
consequence of the construction of larger one-family homes, Their share 
in new construction has risen from 3 percent (1971) to 12 percent (1979). 
At oO square meters of living space the average wit in the GR is in any 
case 33 percent larger than in the other CRIA countrics. 


Central heating including district and floor heating but excluding in- 
dividual furnacos, using electricity, gas and oil. 


the potential for restructuring should not be overestimated because the 
expansion of concrete slab factories has by now advanced quite far: In 
1978 the amwal capacity was around 81,000 housing mits, by 1960 it is 
supposed to be 110,000, Soe PRESSE-LIFORMATIONR: DER DOR, 5 July 1979, 
Pp 2. 











HAVASI DISCUSSES PLAN FULFILLMENT, DEVELOPMENT OF PRICE SYSTEM 
Budapest TARSADALMI SZEMLE in ‘dungarian No 7-8, Jul-Aug 79 pp 3-13 


[Argicle based on address by Ferenc Havasi, secretary of the MSZMP Central 
Committee at the 29 June 1979 meeting of the Central Committee: “Lessons of 
the Fulfillment to Date of the 1979 National Economic Plan; The Need for 
Developing the Price System™] 


[Text] The fundamental demand formulated by the Central Committee resolution 
on the 1979 National Economic Plan consisted in putting a stop to the 
deterioration of the foreign trade balance, especially the rise in excess 
imports from non-ruble accounting areas, and promoting processes favorable 

to improve trade balance. The resolution envisaged moderate growth in 
production and consumption and it pointed to tangibie improvements in economic 
management and econemic activity as the chief means of satisfying this demand. 
Central economic management was charged with the task of creating the conditions 
necessary fcr secure fulfillment of the national economic plan, by taking 
management, organizational, regulatory and thereby assisting in improved 
operation of enterprises. 


Principle Lessons of the First Five Months 


Party, state and social organizations supported and welcomed the resolution on 
“he 1579 plan and they are working on its implementation. The majority of 
economic organizations understood the tasks arising from the increased 
requirem* its and stepped up their efforts to carry out those tasks. 


The implementation of political and economic decisions and measures aimed 

at the fulfillment of the National Economic Plan started on time. As a result, 
economic processes are following the direction set by the National Economic 
Plan more closely than last year. Consumption and accumulation, i.e., internal 
domestic utilization, are growing slower than prodvction which is increasing 
at a moderate rate; export expansion is significan':ly greater than the 
increase in imports. 
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Processes and trends which are favorable to plan fulfillment strengthened 
within the economy; however, unfavorable tendencies continue to exist. As 
yet, the growth rate of the non-ruble trade deficit established earlier could 
not be brought down to the extent that is necessary. The progress achieved 
thus far is insufficient to fulfill plan targets, expecially as they relate 
to trade balance requirements. Cersequently, there is a need to show even 
more consistency in striving for faster quality improvements, increased 
efficiency and the implementation of needed transformations in the production 
structure. To this end, it is necessary to improve economic management, the 
influencing of economic processes and the organization of execution. 


The 3.8 percent growth in industrial output was close to the planned yearly 
growth rate; sales increased at a higher rate. Exports and, in particular, 
non-ruble exports grew faster than domestic sales. The growth of non-ruble 
industrial exports is substantially due to the fact that the machine industry 
and metallurgy increased their export product base once again after the 
Stagnation of lasc year. Aside from a few exczptions, there have been no 
material or energy supply shortages to cause sustained interruptions in 
production. 


Construction industry production wert up ty 3.4 percent which is higher than 
the yearly target rate. There has been sme acceleration of ongoing construction 
projects. 


The conditions for agricultural production are less favorable than the 
calculations of the plan. Fall grain crops were lost on approximately 
230,000 hectares, i.e., 15 percent of the total acreage; the condition of 
the remainder of the crop is worse than usual. Despite replanting and the 
measures taken to utilize the available acreage, the grain harvest will be 
less than planned, in view of the additional impact of the drought in May. 
We must expect that vegetable and fruit production will also remain below 
olanned levels. 


The progress of animal husbandry is, on the whole satisfactory. Purchases 
of cattle and animal products increased by more than 4 percent. The rise was 
especially dynamic in purchases of beef cattle and lamb. The number of hogs 
this spring was higher than ever befwre. In accordance with the plan, milk 
purchases increased at a moderate rate; egg purchases went down but supplies 
are satisfactory. 


The supply of materials, m chines and other implements necessary for 

a ricultural activities were in general satisfactory. Animal feed supplies 
a) e balanced; however, there has been no improvement in the supply of spare 
E. tts. 


Cash income of the population rose during the first five months of the year 
at a rate slower than the yearly plan target. Wages increased by 7.2 percent 
and yearly bonuses went down; thus, the aggregate increase in income was 5.2 
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percent. There were fewer exemptions from wage regulations. With the 
exception of domestic trade, the possibility of non-earned 1.5 percent 

wage increases, customary up until now, has been eliminated. There is a 3 
percent ceiling on the use of enterprise reserves to pay for additional wage 
increases. Tendencies toward the reduction of wage differentials have 
strengthened in some areas instead of weakening. Monetary social benefits 
increased by 9.6 percent, at a rate exceeding calculated levels, primarily 
as a result of the increased pensions introduced this year. The rise in 
consumer prices thus far was 5.3 percent, as compared to the planned 4.7 to 
4.9 percent. 


The approximately 3 percent increase in the 8.8 percent volume of retail 
trade indicates that consumption by the general population is developing in 

a way which is close to planned levels. On the whole, the supply of products 
has been satisfactory. Deficiencies in quantity and quality continued to 
exist with regard to certain products, e.g., meat, tropical fruits, some 
industrial goods and construction materials. 


Investment payments grew at a rate of 4 percent, essentially in accord with 
the yearly plan. More particularly, the increase was 10 percent for state 
investments and 0.7 percent for enterprise investment, compared to the same 
period last year. There was rapid increase in lump sum and other state 
investments; payments for large scale investment projects are below planned 
levels. 





Stocks were reduced by more than the usual amount at the start of the year. 
However, further purposeful work is needed to achieve sensible improvements 
in product marketing and the relationship between enterprises and to reduce 
unjustifiably large stocks in an organized fashion. 


At current prices, export growth was dynamic and imports increased hardly 

at all, relative to last year. Ruble imports expanded at a rate slower than 
planned; exports increased in accordance with plan targets. Non-ruble exports 
increased faster than planned; imports also exceeded planned levels. The 
dynamic increase in exports is one of the important positive aspects of our 
economic activity and it represents substantial progress relative to the 
earlier years. 


Substantial price increases are continuing in the capitalist world market. 
The increased prices for oil and many raw and base materials already have a 
negative effect on our imports. This represents an additional argument for 
improving our trade balance situation and striving for material and energy 
conservation. 
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Development of Economic Management Practices 


A number of measures have been taken by the government and economic authorities 
in order to provide the foundations for the fulfillment of the plan. These 
were directed primarily towards improvements in the non-ruble trade balance. 


The decisions related to economic regulations were aimed at the creation of 
economic conditions which could force enterprises to forcefully modernize their 
product structure, to expand profitable non-ruble exports, to achieve rational 
import savings and to operate in a rational manner. This led to the modification 
of currency exchange rates and the formulation of measures to improve export 
profitability. 


The most important consuming enterprises prepared proposals for improving 
import savings. Measures were adopted with regard to the production and import 
of energy sources, the rationalization of energy use, the production and 
utilization of ferrous metallurgy products, rational impert substitution 

in the area of semi-finished products, parts and sub-units, paper utilization, 
agricultural products and materials, consumer articles and construction 
activities. 


In certain enterprises there have been gradually increasing payment problems 
starting from the second half of 1978. Some economic organizations continued, 
during last year and also this year, to strive for production increases over 

and above their capabilities, to accumulate oversized stocks, to start invest- 
ments beyond their strength or to increase salaries faster than they increased 
their output. Stricter regulations shed some light on this type of management 
deficiencies and the occasional consequences of irresponsible initiatives. 
Payment difficulties of enterprises are caused by deficiencies in operations; 
thus, their elimination can and must be accomplished through improved operations. 


Along with indispensable central measures aimed in the right direction, the 
activities of the authorities reveal instances of overly general and "principled" 
measures as well as overly meticulous intervention. The development of economic 
organization and direction leading to true long range improvements in economic 
processes is progressing slowly. We will be able to fulfill increasing demands 
only if the sector and functional organs carry out their leadership tasks in 

a coordinated, purposeful and competent manner and the requirements of foreign 
trade balance are given priority both in direction and execution. Therefore, 

the strengthening of the coordination between economic policy and day-to-day 
«conomic direction remains an important task. 


‘uture Tasks in Implementation of the Plan 
As a result of several factors, the conditions for the implementation of the 
National Fconomic Plan became more difficult during the course of its execution. 


Due to price increases in the capitalist marketplace, the terms of trade will 
deteriorate more sharply than earlier calculated. Due to unfavorable weather, 
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we expect to be able to export less agricultural and food industry products, 
despite increased costs. Nevertheless, economic processes up until now indicate 
that non-ruble imports will continue to increase and the present highly 

dynamic export trends will be moderated. 


Under these circumstances, fulfillment of the foreign trade balance require- 
ments of the National Economic Plan will necessitate additional measures 
along with implementation and accelerated execution of measures taken to date. 
These include: 


--Sensible savings must be achieved in energy sources, various metals, lumber, 
plastic, paper, leather, textile raw materials and animal feeds. 


--Attention must be paid to the planned functioning of foreign trade in the 
ruble accounting area. Non-ruble imports must be reduced. Opportunities must 
be found to expand exports sold in convertible currency areas beyond plan 
targets. 


--Effective measures must be adopted to moderate losses and short falls in 
agricultural production caused by the May drought. Replanting and post- 
harvest planting of profitable crops is needed on the land which became available. 
Harvesting, purchasing and storage must be carefully organized to insure the 
maximum amount of grain in central stocks and to minimize losses. Animals 
ready for slaughtering must be purchased without delay. Measures must be 
taken to provide the feed necessary for animals. Special attention must be 
paid to the security of household plots, improved incentives and further 
encouragement of the desire to produce more. Careful preparation is needed 
to insure timely and planned fulfillment of the foreign trade tasks arising 
from the changed situation. 


--In order not to exceed planned investment levels, certain central monetary 
funds must be withheld, the utilization of decentralized financial resources 
must be limited and some lump sum and other state investment targets must be 
lowered. The situation of enterprises with cash flow difficulties must be 
resolved without releasing excess purchasing power. 


--The balance of the state budget must also be improved through better 
management and rational savings; income must be increased and expenses must 
be reduced. 


Our economic opportunities next year, the fulfillment of the fifth five- 

year plan and the sixth five-year National Economic Plan are largely dependent 
upon our results in the execution of this year's plan. Consequently, during 
the remainder of the year we must accelerate the implementation of measures 
adopted thus far and take additional steps without delay in order to achieve 
tangible improvement of the trade balance situation. 
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Labor Management and Wage Development 


Of fundamental importance for the society and the economy is the employment 
of the work force in areas which are beneficial for society as a whole; in 
every field, the work force must not exceed the number which is indispensable 
for the activity in question. These demands are gradually being put into 
practice. The effect of steps aimed at the improvement of labor management 
is favorable. Industrial labor shortages and desirable work force mobility 
have been reduced. 


Effective measures have been taken in a number of enterprises, economic 
organizations and several megyet:; to improve labor management and work force 
efficiency. These initiatives demonstrate that it is possible to achieve 
rational manpower regrouping without noticeable tensions provided that 
suitable political conditions are created. 


Adaptation to changing economic conditions and the encouragement of favorable 
economic tendencies require more efficient utilization of wage policies to 
achieve the goals of our economic policy. The need is for strengthening 
incentives toward better and more effective work through wage policy and 
development of the wage system and wage regulations. To this end, it is 
reasonable to strengthen the relationship between the achievements of enter- 
prises and wage increases; within reasonable limits, salaries should be 
differentiated among enterprises. In spite of the large scale salary outlays 
of the past few years, differentiation among salaries paid by enterprises 

has been insufficient. Wage increases were separated from rising productivity. 
Wage egalitarianism is still continuing. This is illustrated by the fact 

that the overwhelming majority of industrial enterprises increased their wage 
levels at approximately the same rate. Enterprises with unchanged profits 
increased their wage levels by 8.1 percent, while those with profit increases 
exceeding 20 percent increased their wages by 9.3 percent, i.e., at approximately 
the same rate. 


In the interest of providing incentives toward better work, it is necessary 
to make wages and salaries more closely dependent upon individual performance 
anc to increase differentiation in this regard. This is the fundamental 
prerequisite for further development of the wage system. During the coming 
period it will be necessary to carry out several tasks concurrently in the 
area of wages. Wage standards must be modified so that they do not limit 
wage adjustments corresponding to performance. To this end, the national 
wage schedules for job categories must be eliminated. The proportion of 
iudividual wage categories providing more incentives must be increased and 
rerformances must be judged realistically; in addition, more attention must 
be paid to collective wages and lump-sum payments. The current practice of 
guaranteeing wage levels already established, irrespective of performance, 
must be eliminated. The goal is to establish a connection between performance 
demands and every forint of one's salary, not just salary increases. 











Understandably, salary differentiation encouraging more efficient work and 
increased performance requirements may be accompanied by some social tensions. 
It must be made clear to everyone that it is not possible to avoid tensions 
in wage policy during the accomplishment of our economic policy goals; in 

the interests of society as a whole, these tensions must be accepted. 


Rational work force management and the reduction of labor shortages can 
contribute significantly to increased performance demands, improved work 
discipline and the increased role of wages as incentives. Rightful interests 
of employees must be taken into account but must be subordinated to require- 
ments of efficiency in accelerating manpower regrouping processes within 
productive and non-productive sectors. Improvement of work force management 
represents a continuous task and is one of the fundamental requirements 

with regard to the leadership. Increasing demands on workers and rationalizing 
labor utilization must be extended beyond the enterprises to include institutions, 
offices, manual or intellectual workers, subordinates as well as the leadership. 
This is especially important in areas with significant labor shortages, e.g., 
Budapest and the larger industrial regions. 


The Necessity of Developing the Price System 


Based on the position adopted by the Central Committee, state organs are 
preparing a comprehensive revamping of producer and consumer prices for 1980. 
The price reorganization represents a significant step forward in the direction 
of insuring that prices provide the correct orientation for economic decision- 
making. 


The fundamentally new feature of the price system being formulated is its 
tendency to establish an organic relationship between domestic producer prices 
and world market prices while at the same time creating a more rational 
relationship between producer and consumer prices. We intend to operate 

the new price system in such a way that these relationships become strong and 
permanent. This is necessary in order to insure that the profitability of 
products increasingly reflect the efficiency of production as measured by 
international standards and that prices act as directives and incentives 
toward improved efficiency, conservation, technological development and 
Structural modernization of production and consumption. 


It is well known that the degree of involvement of our country in the inter- 
national division of labor (its openness and its sensitivity to foreign 
trade) is quite substantial. Much of the base materials, semi-finished 
products and modern technology is purchased from abroad and must be paid 

for by suitable exports. Under these circumstances, every enterprise is 
connected to foreign markets either directly or indirectly. The effects of 
external markets must be transmitted to enterprises and consumers through 
the elements of the economic direction, including regulations and prices. 
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In the case ot base materials, energy and high volume semi-finished products 
the producer price reorganization must be aimed at setting prices on the 
basis of import prices from capitalist markets. In the product groups 
mentioned, the expansion of production in general requires the expansion of 
imports; due to the almost total absence of cheaper sources, these can be 
obtained almost exclusively at the world market price. As a result, the new 
price calculations must reflect the increasing costs associated with the 
resources necessary to expand production: this is a basic fact of life for 
us. Our basic interest is to conserve energy and base materials and to 
improve the efficiency of their utilization. During the past one or two 
years and even within the last five months there have been substantial 

price increases in the area of energy. aluminum, bese chemicals, lumber, 
leather: we cannot avoid letting users be aware of this fact. 


The new producer price system will be based on the principle of prices 
calculated in accordance with world market prices for a substantial part of 
the processing industry. Up until now, the enterprises of processing 
industries were not influenced by world market prices unless they were 
producing for export. Most of their output was sold domestically where 
prevailing prices had nothing to do with international market prices. Under 
the present price system, prices are based on domestic production costs plus 
added profits in all cases. Since there is no reliable way to separate 
justified and unjustified costs, enterprises were generally able to pass on 
costs when trading with each other, even in cases where those costs were caused 
by less than efficient activities. This time, the price calculation method to 
be introduced will allow the passing of increased costs on to domestic 
customers only in those cases where they can obtain the same prices from 
foreign customers on the capitalist market. 


This is a very strict requirement for price calculations; however, it is the 
only means available to prevent, in a rational manner, the automatic granting 
of the costs of bad work. The new price calculations reflect the demand for 
insuring that only those enterprises retain suitable profits which can reduce 
production costs by stopping uneconomic production, waste of material and 
energy and uncovering reserves within organization and manpower management. 
Tiis price calculation method will also assist in much-needed clear thinking 
in economic matters. 


it is not possible to completely switch over the price calculations in 
accordance with world market prices with the producer price system to be 
introduced in 1980. This is explained by the fact that a substantial portion 
vf industrial and agricultural production would become loss-making if all 
domestic prices would be set on the basis of the export prices our enterprises 
can obtain in the capitalist marketplace. Although this points to the fact 
that many enterprises are operating with production costs which are too high in 
comparison with capitalist market prices (i.e., their production structure is 
not sufficiently up-to-date, their work organization is deficient, their 
international marketing activities are not suitable, in some cases they are 











hindered by discriminatory practices); still, it is not possible to accep: 
the inability of these enterprises to function. At the same time, continuation 
of the present excessive sheltering of enterprises is not a feasible option. 


A reduction of the present sheltering of production and enterprises and the 
related forceful increase in the pressure to improve efficiency has become 
one of the fundamental questions of our economic development. 


The producer price system to be introduced in 1980 will not put a single 
enterprise out of operation. This will be achieved by temporarily setting the 
domestic prices of less efficient enterprises at a level above their export 
prices and therefore giving them preferential treatment. However, these 
preferences will be in force for a limited period only and their volume will 

be gradually reduced. These enterprises will have an opportunity for further 
development only in case they achieve rapid changes in their production structure 
and their efficiency is substantially improved. 





Thus, it is necessary to make compromises in establishing a tie between 
domestic and work market prices mainly as a result of efficiency-related 
problems. When deciding on the amount of compromises, the economic leadership 
must be careful to raise standards every year in the interests of higher 
efficiency requirements, but avoid raising them too high since it is not 
possible to build a system of direction and regulation based on demands which 
are impossible to satisfy. The 1980 producer price system will extend the 
price calculation method in question to almost 70 percent of industrial pro- 
duction. At the present time it cannot be implemented in agriculture, food 
industry, construction and the building materials industry and the service 
sector in general. Nevertheless, the normative aspects of financial regulations 
must be increased in these areas as well to prevent the automatic passing of 
costs on to customers. 


In agriculture and the food industry the aim is to use the new price system 
to strengthen incentives for improving quality and to better satisfy market 
demands. In formulating the domestic price relationships of products the 
international price relationships must be taken into consideration in order 
to promote economical exports. These factors necessitate a differentiated 
rise in purchase prices and raising producer price levels within the food 
industry. 


The task is not just to establish an organic relationship between domestic 
and international market prices during the course of price reorganization: 
in addition, this relationship must be continuously preserved and strengthened. 


All of this must be accomplished during a period of significant inflation in 
the capitalist world; to the extent possible, we want to protect the national 
economy from the unfavorable effects of this inflation. This can be done only 
if economic efficiency is substantially improved and grows at a rate at least 


29 








equal to that of our competitors in the international market. In this case 

the prices of our export products will generally grow at the same rate as 

do import prices, thus providing an opportunity to protect the relative 

value of the forint through exchange rates and to avoid undesirable inflationary 
effect of the international market. Consequently, our further economic 
development will be decisively influenced by our success or failure in making 
domestic production internationally competitive. The new producer price 

system sets this goal before production. 


The mere announcement of the introduction of a new producer price system led 
to several results. It revealed shortcomings in the operations of many 
enterprises but it also encouraged better work. On the other hand, one could 
already see attempts toward the relaxation of demands and securing individual 
exemptions. Economic and political leadership must take resolute action 
against these tendencies toward softening. If we are willing to reduce our 
requirements then we give up the only promising means of restoring balance 
and achieving economic stability, viz. the improvement of economic efficiency. 


Development of the Consumer Price System 


During the history of our socialist society, consumer prices were kept more or less 
separate from producer prices, mainly as a result of political considerations. 
This separation was established three decades ago when the quality of production 
in our country was still low and the most important goal was to insure that 
everyone was able to make a living, even if at a modest level. This goal 

was promoted to a significant extent by the fact that the consumer price of 
essential goods were low. Thus, consumer prices were consciously separated 

from production costs. 


During the decades that have passed since then we made significant progress 
with regard to improved production quality as well as increased income and 
consumption by the population. In the recent past we took steps to change 
the system of consumer prices which developed separately from production 
conditions; nevertheless, we were unable to make significant progress toward 
eliminating this separation altogether. At present levels of development 

t.e separation between consumer prices and the conditions of production runs 
counter to our social goals. The results of excessively large and widespread 
consumer price subsidies include: 


-~subsidies are given to social strata whose living standards do not justify 
them (e.g., some higher categories of hotels and restaurants); 


--they do not encourage conservation and in some cases (e.g., bread) they 
result in wasteful consumption; 


--consumption thus influenced has an unfavorable, distorting effect on pro- 
duction and slows the rational transformation of the consumption structure. 











This is why some of the unjustified consumer price subsidies which are not in 
accordance with our level of development must be eliminated and a flexible 
consumer price mechanism gust be put into operation in order to insure the 
parallel development of producer and consumer prices in a manner which is 
consistent with our policy on living standards. 


It is not possible to have a long ters, widespread separation between producer 
prices on one hand and consumer prices on the other. Since substantial changes 
are required with regard to producer prices, this will also have an effect 

on consumer prices. 


In a price system which creates a closer relationship between production and 
consumption than the one existing at present there will still be a way to 
implement consumer price changes so that the requirements of the policy on 
living standards are taken into consideration in accordance with the fundamental 
principles of socialism. In the spirit of our social goals, we will maintain 
price preferences over the long run irrespective of the changes in the price 
system in areas such as child care, education, health, culture, etc. 


The formulation of new producer prices is in its final phase. The necessary 
corrections may be put into effect during the second half of the year and 

the new producer prices can be introduced in conjunction with other elements of 
the system of regulators in 1980. Consumer price measures were put into 
effect before the introduction of producer prices; however, there exists an 
essential relationship between the two. 


The reorganization of consumer prices will also reduce our trade balance 
problems since it will start the tendency toward desirable changes in the 
structure of consumption and may help in creating a capitalist export product 
base exceeding planned levels. The favorable effects of import savings on 
our trade balance are expected to show up even earlier and the positive 
effects expected as a result of the increased economic benefits of tourism 
will be felt more quickly. 


These favorable effects are indispensable from an economic standpoint since 
the planned improvements in efficiency and the trade balance did not materialize 
and the terms of trade are expected to deteriorate even further. 


Within the framework of the consumer price increases there was a 20 percent 
increase in food prices. The production costs of food will rise significantly 
as a result of the reorganization of producer prices, mainly due to increased 
purchase prices. The state will continue to subsidize food at a rate which 
is essentially unchanged. For example, the production costs of meat and meat 
products went up recently to such an extent that the volume of consumer price 
supports had to be increased in spite of the 26 percent average price hike. 
In this product area as well as in the setting of prices for edible oils we 
paid very close attention to export potential. In the case of products which 
can be exported on relatively favorable terms there have been steeper price 
increases and price suppert for these products have decreased faster than 
average. 
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With regard to milk and milk products, subsidies remain at the sime level in 
spite of the price increases. The price of milk is now 6 forint: per liter 
but the cost of its production, processing and distribution amourt to almost 
9 forints. 


The consumer price of bread, flour products and related items went up by an 
average of 34 percent; in particular, the price of bread went up by 50 percent. 
The price of bread remained unchanged for 28 years. The price increase made 
it possible to do away with consumer price subsidies altogether; we are also 
counting on a decrease in large scale waste. In spite of the 20 to 23 percent 
increase in the price of canning industry products and sugar, the volume of 
state subsidies for these products decreased only slightly. 


Hotel and restaurant prices are following the food price hikes. The 
increased costs of food is passed on to consumers in child care institutions, 
factory canteens and recreational fees; thus, these fees will also go up. 


The consumer price of heating fuels and heating services were last raised in 
1974; the price of electrical energy was unchanged for 15 years. It is well 
known that most of our energy is imported from abroad. Import prices rose 
significantly during the last five years. No matter which country the energy 
is imported from, in practice it can only be obtained at a high price. This 
large scale cost increase is the reason why subsidies for household energy 
consumption is worth pointing out that fees for centralized heating and hot 
water went up by 40 percent but they pay for only one third of the true cost 
of these services. 


The demand for electrical energy is increasing rapidly out there are large 
increases also in the cost of production. For example, it would be necessary 
to raise the consumer price of electrical energy by 90 percent instead of 

50 percent in order to pay for the cost of electricity production. 


Two thirds of the present price increase was concentrated in increased prices 
for food and household energy. In addition, we implemented price increases 

in the areas of building materials, motor vehicles, furniture, detergents, 
snoes and certain services. There still exists a gap between production 

costs and consumer prices even with the new prices; however, had we not taken 
this step, the gulf between producer and consumer prices would have continued 
to widen to reach a total volume greater than at any time during our socialist 
development. 


ty developing our producer price system we are striving to reach a point where 
orices consistently reflect true costs. In most cases the new consumer prices 
will insure that the population have a more realistic sense of the changes 

affecting the conditions of production and each person take this into consideration 
in his or her personal consumption. 














The substantial consumer price increases affecting the population as a whole 
and including a wide range of basic goods provided justification for direct 
income supplements for the largest possible segment of the population. 
Therefore, measures were taken to award income supplements concurrently with 
the price rises. 


In accordance with past practice, income supplements were awarded to all wage 
earners: workers, employees and cooperative workers; all of those receiving 
benefits, i.e., recipients cf pensions, allowances, child support payments, 
regular social assistance, family allowances and scholarships. 


Based on considerations of social policy, income supplements also extend to 
spouses of pensioners who reached retirement age but have no independent 
income, children living in one-child families and students enrolled in a 
regular course of studies at a high school or an institute of higher education 
who receive no family allowances or scholarships. In the case of single- 
child families, the income supplements are justified by the fact that most of 
those concerned are young people who are burdened in any case by raising a 
family, obtaining an apartment and establishing an independent existence. 

The extension of spouse supplements is necessary because in this category there 
are two people living off of a single pension. Income supplements are being 
awarded to more than 10 million people, i.e., almost the entire population. 


The decision on varying the amount of income supplements has been reached by 
evaluating the effects of consumer price increases on the principle population 
strata. The adult population must be given larger supplements than children 
because the increase in household energy consumption is not proportional 

to the number of children. The award of smaller income supplements to 
cooperative workers in agriculture is justified, since extra outlays resulting 
from increased food prices are noticeably smaller for those who possess 
household or auxiliary plots than for those who do not. 


The experience of past years provides clear evidence to support the correctness 
of the practice of awarding [ixed-sum payments to provide direct compensation 
for price increases. 


The income supplements awarded in conjunction with the extra expenses for the 
population as a whole. Beyond the income supplements, the extra expenses 
can only be replaced through better work, higher output and the resulting 
higher income. Additional sums will be made available for those who need 
help the most within the framework of social assistance. Nevertheless, we 
must expect that the improvement in living standards during 1979 will fall 
below the planned level. 


Insuring the acceptance and understanding of consumer price changes in 


conjunction with the 1980 producer price reorganization presents a big 
task for party organizations and will represent an important test of mass 
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organizational work. There has been no price reorganization with the same 
scale, scope and implications for almost three decades in our country. 
Nevertheless, price changes vere objectively necessary because the economy 
of our country is tied to the world economy through a thousand channels. 
Under the conditions of recent years this sets higher standards for our 
national economy which can be reached only if prices reflect true costs such 
more realistically. This is the point which our political agitation work sust 
get across. At the same time, suitable importance must be attributed to the 
fact that price increases were tied to income supplements in proportion to 
our capabilities; this expresses our unchanged intention to develop consumer 
prices at all times in accordance with the goals of our policy on living 
standards and not to separate consumer prices from their social implications. 


9164 
CSO: 2500 
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ECONOMIC RESULTS IN TRANSPORTATION FOR 1978 

Belgrade TRANSPORT in Serbo-Croatian May 79 pp 12-16 
[Article by Vojislav Savic] 

[Excerpt] The Physical Volume of Work in Transportation 


The results of the physical volume of work in transportation were affected 
by general economic trends in the country, primarily by production and con- 
sumption fluctuations, as well as by international trade and labor condi- 
tions on the international transportation market. It can be said that trans- 
portation showed essentially the same tendencies as the economy in general, 
particularly where freight transportation was concerned. The dynamics of 
passenger transportation were somewhat lower. This year the transportation 
systems fulfilled their responsibility to provide services to the economy 
and the society. 


In 1978, 8 percent more goods were carried, while transportation output (in 
net ton/kilometers) was up by 9 percent. Yhe number of passengers carried 
increased by 3 percent, while the net transportation output (in passenger/ 
kilometers) rose by 5 percent compared with the totals for 1977. 


Compared with 1977, the following tendencies were recorded in freight trans- 
portation in 1978 in terms of volume of transportation and transportation 
output expressed in an index: 


Table 1 Freight Transportation 
Volume output 
Overall transportation 108 109 
Railroads 104 105 
Maritime shipping 108 199 
River shipping 105 97 
Air transportation 88 73 
Highway transportation 113 114 
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Of the total volume of freight, about 81 percent was carried by domestic 
transportation. Public highway transportation accounted for about 47 
percent, railroads for about 34 percent, river shipping for about 10 percent 
and maritime shipping for about 9 percent of the total amount. The average 
distance carried varried: in highway transportation the average was about 
126 km (with domestic hauling averaging 115 km and international shipments 
631 km), while the railroad average was about 290 km, maritime (7822 km) 
{figure as published is 8.220% km] and river shipments about 227 km. 


In 1978 the transportation system carried a total of 240,591 ,000 tons of 
freight, an increase of 18,788,000 tons, or 8 percent, over the preceding 
year. 


It is typical that the railroads and highway transportation together 
accounted for 80.8 percent of the total freight carried, thus confirming 

the experience of the past 5 years, when this percentage has been at approxi- 
mately that level, fluctuating from 79.4 to 80.8 percent. 


It is interesting to examine the shares of the railroads and of highway 
transportation in total freight carried in the last 5 years, as shown in 
the following summary (table 2). 


Table 2 

Thousand tons of freight Percentage of total 

Year Railroads Highways Railroads and Total Railroads Rail- High. 
highways and highways roads ways 

1974 81,506 80,634 162,740 200, 740 80.8 40.6 4.2 

1975 77,730 83 , 390 161,120 202,815 79.4 38.3 41.1 

1976 73,726 84,06? 157, 788 198,713 79.4 37.1 42.3 

1977 77,432 100 487 177,919 221,803 80.2 34.9 45.3 

1978 80,765 113,083 193, 848 240 591 80.6 33.6 47.0 


The summary in table 2 shows that, compared with 1974 about 40 million 
additional tons, or 20 percent more, was carried in 1978. 


fhe share of highway transportation in total freight carried in 1974 

amounted to 40.2 percent, while the railroads’ share was 40.6 percent. 

From year to 2ar the share of highway transportation has increased steadily, 
while at the same time the portion carried by the railroads has decreased, 

so that in 1978 the highway carriers’ share had grown to 47 percent 

while that of the railroads had declined to 33.6 percent. In this §-year 
period railroad participation in the total fell by 7 percent while the 
share of highway transportation in total freight shipped increased by 6.8 
percent. 


36 














Transportation output expressed in net ton/kilometers (tkm) shows that the 
railroads carried 23,081 million tkm in 1974 and 23 379 million tkm in 
1978, which represents an insignificant increase of 1.3 percent. At the 
same "time, highway transportation in 1974 handled 9,803 million tkm, which 
rose to 14,214 million tkm in 1978, representing an increase of fully 45 
percent. 


It is noteworthy that in 1974 the average distance of a shipment by rail 
was 283 km, with he corresponding highway figure being 122 km; in 1978 
the average distance of shipment by rail was 290 km while that by highway 
was 126 km. Thus, the average distance of shipment of goods increased 
insignificantly in this period. 


In the coming period suitable measures should be undertaken to realize 

the intentions of the Social Agreement on Yuguslav Transportation Policy 
concerning the division of labor in the transportation market. This means 
that in this sector efforts should continue in the direction of creating 
objective conditions that will assure a policy of rational and economical 
utilization of transportation. At the same time, measures should be prepared 
and implemented for the further development and modernization of transpor- 
tation, including measures for cooperation between the railroads and highway 
transportation systems, as well as other forms of transportation | to prow 
vide transportation "from door to door.” 


[In 1978 maritime shippers carried 21 672 ,000 tons of freight, for about 
a 9 percent share of the total cargo ” shipped. In other terms, maritime 
transportation totaled 178,137 million tkm in 1978, which meant that, of 
the total ton/kilometers of the transportation branch, maritime shipping 
accounted for about 80 percent. 


In 1978 there was an increased volume of shipping between foreign ports, 
although the competition in the international shipping market was very 
intense. 


At maritime ports and river docks, total trade increased by 4 million tons, 
or 6 percent. Total cargo at maritime ports increased by 6 percent, while 
at river docks it was up by 5 percent. In international trade at maritime 
ports, exports were down by 7 percent, while imports and transit cargoes 
increased by 9 percent and 13 percent, respectively. International trade, 
and particularly transit shipments, are areas of transportation services 
where special support should be provided and conditions created for more 
rapid development, since income from these activities brings in significant 
amounts of convertible currency that contributes to the balance of payments 
situation with foreign countries. It is well known that Yugoslavia, due to 
its territorial and geographic location, has considered transit shipping 
potential, and for many other countries Yugoslavia represents the most 
direct land, sea, river, air and other transportation routes. This natural 
advantage should be developed in order to achieve even better results in 
the area of transportation services. 
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The number of passengers carried in terms of passenger/kilometers in 1978 
showed the following trends as compared with the preceding year (1977 = 100). 


Table 3 


No of passengers 


Total transportation system 


~-railroad transportation 
--maritime transportation 


--river transportation 
--air transportation 


~-highway transportation 


103 

91 
115 
120 
121 
104 


Indices 


Passenger km 


105 
103 
165 
128 
122 
102 


In 1978 a total of 1,039,500,000 passengers was carried, an increase of 


27.6 million, or 3 percent, over the preceding year. 


Of the total number of passengers, 99 percent were carried in domestic 
Of the total passenger transportation in the year being 
considered, the railroads and public highway transportation together 
accounted for 98.8 percent, with the railroads carrying 10.8 percent and 
public highway transportation carrying fully 88 percent; all other means 
of transportation accounted for only 1.2 percent of the total. 


transportation. 


distance traveled varied for individual branches of transportation. 


The average 


For 


the railroads the average was 96 kilometers; for public highway transportation 
it was 31 km; for maritime travel, 32 km; in air transportation, which account- 
ed for only about 0.5 percent of the total passengers, the average distance 

traveled was 957 km. 


Since public highway transportation and railroad travel account for most 
passenger travel, let us review their shares in passenger transportation 
‘nm the past 5 years: 


sable 4 


Passengers (in thousands) 


Year 


1974 134,926 
1975 129,079 
1976* 126,492 
1977* 123,546 
1978* 112,205 


828,483 
893,824 
842,221 
878,116 
915,263 


Railroads Highways Railroads 
and highways 


963,409 
1,022,903 
968,713 
1,001,662 
1,027,468 
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Total 


972,457 
1,032,593 
975,466 
1,011, 864 
1,039,475 


Railroads 


Percentage share 


and highways 


99.9 
99.1 
99.3 
99.0 
98.8 


Rail- High- 
roads ways 








As this survey shows, total passenger travel in 1978 increased by 6/7 mil- 
lion, or 6.9 percent, over 1974. 


It is also apparent that the share of the railroads in passenger travel has 
declined from year to year, from 13.8 percent in 1974 to 10.8 percent in 
1978, for a total decline of 3 percent in the period being analyzed. In 

the same period, public road transportation has shown a constant increase 
in passengers carried, from 85.2 percent in 1974 to 88.0 percent in 1978. 


Transportation output from the point of view of passenger/kilometers (pkm) 
has shown a tendency similar to that of passengers carried. For example, 

in 1974 the railroads accounted for 10,429 million pkm, or 27.8 percent of 
the total passenger/kilometers in transportation as a whole. In 1978 

this figure was 10,759 million pkm, or only 24.4 percent. Conversely, pub- 
lic highway transportation in 1974 provided 23,379 million pkm, representing 
a 62.4 percent share of the total passenger transportation in pkm. In 

1978 public highway transportation accounted for 28,356 million pkm, or 
64.2 percent of the total passenger/kilometers of transportation as a 
whole. 


It is apparent that the redistribution in carrying passengers continues to 
change to the advantage of public highway transportation, where development 
has taken place at a rapid pace, often more rapid than the development of 
the highway system itself. 


Urban transportation handled 1.5 billion passengers in 1978, an increase of 
56 million, or 4 percent. 





*These data are decreased by the amount of suburban transportation, which 
according to the new categories of activities is included in urban trans- 
portation. 
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YUGOSLAVIA 


DATA ON HIGHWAY TRANSPORTATION FOR 1978 
Belgrade TRANSPORT in Serbo-Croatian May 79 pp 49-51 
{Article by V. Zivkovic] 


[Excerpt] According to the results achieved, it can be considered that the 
organizations of associated labor involved in public highway transportation 
operated successfully in 1978, despite numerous difficulties and problems. 
This conclusion is indicated not only by the results achieved in transport- 
ing cargo and passengers, but also by the economic effects accomplished. 


The results achieved by public highway transportation in carrying goods were 
above average in the overall transportation sector, while in carrying passen- 
gers the results were somewhat weaker. 


The financial results and the economic effects of operations were similarly 
favorable. Organizations of associated labor in highway transportation 
increased their total income by 29.7 percent, their amortization fund by 
29.4 percent, income by 37.6 percent, and reproduction capital by 28.7 per- 
cent. Income per worker also increased, by 31.1 percent, while the capital 
production capacity rose by 4.7 percent. These important indicators of 
material and financial operations confirm that operations were conducted 
well last year and that favorable economic effects were achieved, despite 
certain reservations that must be taken into consideration due to changes 
in the system for calculating income. 


It should be stressed that these results are the more meaningful since they 

were achieved under relatively unstable operating conditions, in circumstances 
hat hampered the importation of vehicles, production materials and spare 
arts and with inflation of expenses and prices, increased prices for fuel 

nd the like. Thanks primarily to increased industrial production and in- 

creased transportation of cargo in the domestic markets, however, where 

public highway transportation achieved an above-average growth, these success~- 
ful results were achieved. 
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Favorable financial results and economic effects were recorded in the trans- 
portation of passengers as well as in cargo operations. For example, the 
increase in total income for freight transportation amounted to 30.5 per- 
cent, while in passenger travel it was 26.3 percent. Income in freight 
transportation grew by 39.9 percent, while for passenger travel it was 

29.7 percent. The corresponding figures for production capital increases 
were 31.3 percent and 20.4 percent. 


Without detailed microanalyses it is difficult to give a precise answer 

to the question as to what, and to what extent, the decisive factors were 
in accomplishing these and similar results last year in public highway trans- 
portation. It is indisputable that the greatest effects came from the re- 
sults achieved in carrying freight and passengers, but it is certain that 
there were other factors, such as the price of transportation, the product 
mix of the freight shipped, operational efficiency, better utilization of 
capacity, etc. It should be said, however, that a number of organizations 
of associated labor operated with losses, which for the entire branch of 
the economy amounted to 952 million dinars (compared with losses of 2,421 
million dinars in 1977). 


Passenger and Freight Shipping 


As stated above, the public highway transportation system achieved very 

good results in shipping freight, relatively the best results in the trans- 
portation industry. Last year transportation as a whole showed an increase 
in volume of 8 percent, while for the public haulers the increase was 13 
percent. Of the increase of 18.7 million tons of freight over the preceding 
year, public highway transportation handled about 13 million tons, and all 
other branches carried 6.7 million tons. The share of public highway trans- 
portation in total freight shipping was 47 percent, while the railroads 
carried 34 percent, river transports 10 percent, and maritime carriers 9 
percent. 


The public highway transportation system also had the largest growth in 
work volume (transportation output in ton/kilometers). While the volume of 
labor in transportation as a whole increased by 9 percent (with the rail- 
roads experienceing a 5-percent growth and maritime shippers 9 percent), 
for highway shippers the growth amounted to fully 14 percent. 


Despite the differing social orientation (according to the Social Agreement 
on the Yugoslav Transportation Policy), the share of public highway trans- 
portation in shipping freight has grown steadily. For example, in 1974 

the railroads carried 81.5 million tons of freight and accounted for 23.0 
billion t/km. That same year, the public highway shippers carried 80.6 
million tons of freight for 9.8 billion t/km. In 1978 both the volume of 
freight and the labor volume of railroad transportation were at nearly the 
same level as 5 years previously, while public highway transportation had 


41 














increased its freight volume by about 33 million tons, or 40 percent, and 
its transportation output by 4.2 billion t/km, or 45 percent. Of course, 
these trends have brought changes in the share of organizations of associa- 
ted labor of these branches in freight shipping. In 1974 the railroad's 
share of total freight shipping (based on t/km was about 70 percent, com- 
pared with the public highway shippers’ 30 percent; in 1978 that ratio 
changed to 62:38 percent. 


Table 1: Shipping in the Public Highway Transportation System 
Item 1977 1978 Percentage 


1. Freight shipped, thousand of tons 100,487 113,083 113 


-~-domestic shipments 98,275 110,762 113 
--exports 748 803 107 
--imports 1,287 1,271 99 
--transit 149 168 113 
--shipping in foreign countries 28 79 282 
2. Ton kilometers, millions 12,510 14,214 114 
-~-domestic shipments 10,893 12,748 117 
--exports 738 662 90 
--imports 619 576 93 
--transit 227 169 74 
~-shipping in foreign countries 33 58 176 


It is difficult to expect that, without greater efforts by the railroads 
themselves, the future will bring noticeable changes in the ratio of freight 
shipping. The increasing volume of production and commerce requires more 
rapid equipping of the railroads to accept greater quantities of goods than 
are presently being carried, while the public highway transportation system, 
cespite all the charges of a supposedly favored position, continues to 

show greater operational and working initiative, which gives favorable 
effects. 


Last year the capacity of the public highway transportation system in num- 
bers and carrying capacities grew by about 6 percent. By the end of 1978 
the number of trucks reached 21,493 (compared with 20,367 at the end of 
1977), with a carrying capacity of 223,953 net tons (compared with 223,269 
net tons at the end of 1977). The number of freight trailers decreased 
somewhat, to 8,121 with 119,730 net tons capacity, compared with 8,353 
with 126,305 net tons at the end of 1977. 
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Last year the total number Of passengers carried was 1,039 million, a 
3-percent increase, while the transportation output amounted to 44,136 
million passenger/kilometers, a 5-percent increase over 1977. Of this total 
of passengers, public highway carriers transported 88 percent and the rail- 
roads 10.8 percent. The transportation output in passenger/kilometers by 
individual branches of the transportation industry was as shown in table 

2. 


Table 2. Share of Total Passengers Carried (in percentages) 


Description 1977 1978 

All transportation 100.0 100.0 
~-railroads 24.9 24.4 
--highway carriers 66.0 64.6 
--Others (chiefly air carriers 9.1 11.0 


Table 3. Passengers in Highway Transportation 


Description 1977 1978 Percentage 
Passengers carried (in millions) 878.1 915.3 104 
--domestic routes 872.8 911.3 104 
--international routes 5.3 4.0 76 
Passenger kilometers (in millions) 27,706 28,356 102 
--domestic routes 26,810 27,700 103 
--international routes 896 656 73 


This survey shows that the growth in the volume of passengers carried in 
public highway transportation last year was somewhat less both in volume 
and in output than in previous years. The number of passengers carried on 
international routes declined more noticeably because of decreased involve- 
ment in international routes, but also due to the constantly increasing 
role of air transportation in international travel. 


The carrying capacities of highway passenger carriers were increased, but 
much less than in previous years. At the end of last year there were 10,700 
buses with 464,476 seats, while a year before that there had been 10,471 
buses with 448,095 seats. The number of seats thus increased by about 3 
percent. 
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YUGOSLAVIA 


BUSINESS RESULTS IN RIVER TRANSPORTATION IN 1978 
Belgrade TRANSPORT in Serbo-Croatian May 79 pp 57-63 
[Article by Stevan Jungic, MA] 


{Excerpt} Implementation of the Agreement on Development for the Period 
1976-1980 


The Agreement on the Bases of the Social Plan of Yugoslavia for the Develop- 
ment of River Shipping and Port Economics forsees the expansion and modern- 
ization of the river fleet and the principle river dock facilities, improve- 
ment of service quality, and more rational systems of shipment and trans- 
shipment. Special tasks include increasing the share of river shipping 

in carrying freight on international routes, as well as in domestic ship- 
ments. This agreement, however, does not say anything about improving the 
navigability of the rivers (by flow regulation, better maintenance and channel 
marking), even though such factors comprise the natural bases for the advance- 
ment of river transportation the level of development of the river fleet 
capacity and the port system depends in large part on then. 


At the same time it is regarded that the average annual growth in shipping 
freight and traffic in the river ports should be in the range of 7.5 to 
8.0 percent annually. 


The share of river shipping in total continental shipping in the period 
1975 to 1978 is shown in percentages in the following table: 


Branch of transportation 1975 1976 1977 1978 
Failroads: tons 42.6 41.2 38.4 36.8 
ton/kilometers 57.6 55.6 54.8 53.9 
River shipping: tons 11.7 11.8 11.8 11.4 
ton/kilometers 14.6 14.8 14.3 13.3 
Public Highways: tons 45.7 47.0 49.8 51.8 
ton/kilometers 27.8 29.6 30.9 32.8 


44 











It should be noted that compared withthe base year of 1975, the share of 
tiver transportation fell in 1978 when measured by the volume of shipping 
and the shipping output. 


Taking the results achieved in the volume of shipping and the actual 
shipping output in 1975, along with the actual volume of trade in river 


ports as the bases, and increasing them successively each year by the planned 


8 percent annual rate and comparing these calculations with the actual re- 
sults of those same years, we find that the volume of freight shipped and 
the river port activities, as well as the shipping output, are below the 


planned figure every year. 


On the basis of that sort of comparison, the 


lag in 1978 in the quantity of freight shipped and handled at river ports 
is about 6.8 percent, and in the shipping output category it is fully 17 
percent below the planned figure for the same years. 


A comparative survey of the planned and achieved volume of shipping and 


freight traffic in river ports and the shipping output results for the years 


of the completed planning period, applying the estimated growth rate from 


the agreement, gives the picture shown in the following table: 


as published] 


Planned Values 


a. Freight 
million 


b. Traffic 


1975* 
shipments: thousand tons 21,338 
ton/km 5,461 
in river ports: thousand tons 23,605 


Actual Figures 


a. Freight 
million 


b. Traffic 
Differences 


a. Freight 
million 


b. Traffic 


shipments: thousand tons 21,538 
ton/km 5,461 
in river ports: thousand tons 23,605 
shipments: thousand tons 0 
ton/km 0 
in river ports: thousand tons 0 





1976 


23,045 
5,898 


25,493 


21,232 
5,576 


24,012 


-1,813 
-322 


-1,481 


1977 


24,889 
6,370 


27,533 


23,720 
5,796 


26,398 


-1,169 
~574 


“1,135 


| figures 


1978 


-1,818 
“1,171 


-2,026 


*The base year, for which data are alike for the plan and for actual per- 


formance 
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We note that the difference in the quantity of freight being carried remains 
at approximately the same level in absolute terms, but that the negative 
balance in shipping output accumulates and in each succeeding year grows 

in absolute terms, so that in 1978 it is 3.6 times as large as it was in 
1976. A certain cumulative effect can also be discerned in freight handled 
at river ports. 


In the period 1975-1978 the average volume of freight carried by river 
showed a 5.43-percent increase, with a shipping output increase of only 
1.48 percent annually, while the growth of freight handling in river ports 
amounted to 5.5 percent. 





This rate of growth does not offer a basis for realizing the intermediate 
developmental plan for river shipping and ports. To achieve the volume 

of traffic and transportation output planned for 1980, it would be necessary 
in the remaining 2 years of the current intermediate plan to attain an 
average growth rate in freight carrying and traffic in river ports of about 
11.8 percent annually, that is, twice the growth rate until now; on the other 
hand, transportation output would have to grow at a rate of 18.6 percent 
annually on the average, or about 12 times faster than in the completed 
years of the plan. 


There is no material basis that would offer the possibility of realizing 
the planned volume and output of transportation and traffic at river ports. 
Even with the assumption that the necessary quantities of freight, about 

2 million tons annually, could be diverted to river routes, the existing 
fleet and port capacities, as well as the status of the navigable shipping 
lanes (other than the Danube), do not offer the potential in the remaining 
years for the handling of such a volume of traffic without changes in other 
conditions (such as the organization of labor, productivity, stimulative 
measures, cooperation of shippers, users and river ports, etc.). 


The share of internal or domestic shipping in the total tonnage increased 
from 82.6 percent in 1975 to 85.7 percent in 1978, while the share of inter- 
national shipping in the total transportation output fell from 63.4 per- 
cent in 1975 to 58.5 percent in 1978. This decline in output in inter- 

nat onal shipping in the period being considered amounts to 1.11 percent 
annually. 


'n the total volume of traffic at river ports, the share of freight in 
nternational trade declined from 24.8 percent in 1975 to 22.2 percent in 
1978, even though the absolute volume of this trade recorded an overall 
growth of 5 percent in that period, or an annual average growth rate of 
1.64 percent. 


The data show that the volume of freight in domestic shipping grew about 
4 times faster than that of freight in international transportation, both 
in traffic at river ports and in freight shipping. The category involved 
is the rate of marginal growth, that is, growth in the period being 
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considered. In addition, the volume of freight traffic at river ports for 
export shows a certain decline throughout the period under consideration 
(with an index of 76.3), while imports have been rising constantly (with 

an index of 112.6), reflecting the structure of Yugoslav trade with foreign 
countries. 


3. Actual Shipping and Traffic at River Ports in 1977 and 1978 
According to preliminary figures of the Federal Statistical Institute, 
the actual volume of freight shipping by river according to destinations in 
1977 and 1978 was a< shown in the following table: 
Goods, thousand tons Output, sillion ton/ka 


1977 1976 Index 1977 1978 Index 


TOTAL 23,720 25,042 105.6 5,796 5,678 98.0 
Domestic 19,936 21,482 107.8 2,165 2,383 110.1 
International 3,783 3,560 94.1 3,631 3,295 99.7 
-~-Exports 606 514 94.8 573 500 «87.3 
-~Imports 2,986 2,907 97.4 2,875 2,663 92.6 
~-Transit 140 113.lls«C80.7 150 122 = 81.3 
~-External 52 26 50.0 33 10 0.3 


In these data, two basic trends are manifested. In the first place, the 
quantities of freight shipped in 1978 showed an increase of 5.6 percent 
compared with the previous year, while the transportation output declined by 
about 2 percent, indicating as well that the average distance of freight 
shipment decreased by about 7.7 percent, or in absolute terms, by 17.6 

km (from 244.3 km to 226.7 km). Secondly, domestic transportation recorded 
a volume growth in shipment of 7.7 percent and in output of 10.1 percent, 
while international shipments declined in volume by 6.3 percent and in out- 
put by 10.2 percent. 


The decline in the average distance of shipment is the result of a function 
of the described trends in domestic and international shipments, for it is 
known that in domestic transportation freight is being shipped for shorter 
distances (averaging 111 km), and this shipping has grown significantly, 
while international shipments travel markedly longer distances (averaging 
925 km in 1978). 


In 1978 these trends led to an increase ‘hare for domestic shipping, from 
84.0 percent to 85.8 percent in tons, an. irom 37.4 percent to 42.0 percent 
in output terms. According to incomplete data, about 90 percent of the 
freight in domestic shipping is shipped for internal purposes, that is, 

it is not public transportation. 
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Traffic of freight at river ports, which in 1978 amounted to about 27.55 
million tons, showed tendencies and a structure which are similar to those 
in river shipping and therefore had similar characteristics. First, the 
volume of traffic rose in 1978 by 4 percent compared with the preceding 
year, and in this increase domestic traffic increased by 6 percent while 
international freight handling decreased by about 3 percent. Secondly, 
the share of domestic freight handling grew from 76.6 percent to 78.2 
percent, with a corresponding decrease in international traffic. 


When the actual results for 1978 are compared with those for the preceding 
year, it is seen that the share of imports and exports carried on Yugoslav 
ships recorded an increase from 55.8 percent to 56.9 percent, which is 
regarded as a positive trend. An unfavorable circumstance is found in the 
fact that the coefficient of freight handling at river ports in 1978 was 
1.78, with a moderate growth tendency compared withthe preceding year, mean- 
ing that 78 percent of all freight was handled twice. That indicates a 
lack of work rationality and increased costs for handling goods at river 
ports, and thereby increased total costs for river transportation for the 
users of shipping services and for society. This situation cannot remain 
without consequence. 
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DATA ON 1978 OPERATIONS IN MARITIME SHIPPING REPORTED 

Selgrade TRANSPORT in Serbo-Croatian Jun 79 pp 23-32 

[Article by Gracija Jankovic] 

{Excerpt} Carrying Capacity of Yugoslav and Croatian Shipping in 1978 


The table shows the change in ship capacity. 





1978 1977 Index, 78/77 

Yugoslavia 

Number of vessels %67 358 102.5 

Thousands of gross registered tons 2,350.4 2,237.5 105.0 

Thousands of deadweight tons 3,618.6 3,434.0 105.3 
Croatia 

Number of vessels 302 296 102.0 

Thousands of gross registered tons 1,551.5 1,484.0 104.6 

Thousands of deadweight tons 2,320.4 2,219.6 104.5 


Croatia's share in Yugoslav fleet, 2% 


Number of vessels 82.3 82.7 
Crows registered tons 66.0 66.5 
Deadweight tons 64.1 64.6 


Between 1977 and 1978 Croatia's merchant fleet grew 4.6 percent in gross 
registered tons and 4.5 percent in deadweight tons, slightly less than the 
growth of the Yugoslav fleet, which was 5.3 percent and 5.3 percent, respec- 
tively. In terms of the number of vessels the Croatian fleet represents 
more than 82 percent of the Yugoslav fleet, and in terms of gross registered 
tons it represents about two-thirds of total capacity. 


The average age of the Yugoslav fleet is 10.7 years, and that of the Croa- 
tian fleet about 11.3 years, but this also includes work organizations whose 
average vessel age is more than 20 years. 


About 4) percenc of the vessels in the Yugoslav fleet are less than 10 years 
old, 44 percent are between 10 and 15 years old, and 13 percent are 15 years 
old or older. 
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With respect to 1977 the average vessel age has deteriorated by about a half 
a year, and proportionate changes took place in the age groups. 


This composition of the fleet with respect to age is very unfavorable and 
considerably below the world average we have given. That is, if the func- 
tional capability of the fleet is assessed solely in terms of vessel age, it 
would follow that about 30 percent of the vessels (those over 15 years old) 
would have to be scrapped in the Yugoslav and Croatian fleets, depending on 
circumstances, i.e., about 705,000 gross registered tons would have to be 
scrapped in the Yugoslav fleet and nearly 480,000 gross registered tons in 
the Croatian fleet. 


Nevertheless, the group of about 25 percent of the vessels which are less 
than 5 years old includes relatively up-to-date vessels, especially those 
built and purchased recently abroad (container, semicontainer and RO-RO ves- 
sels, multipurpose vessels, specialized vessels, and so on). However, the 
effort to update the merchant fleet has barely begun, and, along with a pro- 
portionate growth of capacity, this will be the primary task faced by our 
maritime shipping. 


Volume of Traffic of the Yugoslav and Croatian Merchant Fleets in 1978 


The total volume of traffic of vessels in the Yugoslav Merchant Marine, con- 
verted to the single standard of conventional ton-kilometers, was 9 percent 
more than in 1977, while that of the Croatian fleet was about 10 percent 
greater. By and large this is at the level of the growth in the physical 
volume of production (not including agriculture) and of industry, which were 
about 9 percent, and it approximates the overall 8 percent growth in the 
volume of transportation. But this barely reached the level of freight 
craffic in 1974, from which there has been a decline in subsequent years--8 
~ercent in 1975, another 3.3 percent in 1976, and only in 1977 was there an 
increase of 3.4 percent. 


The physical volume of maritime cargo traffic in millions of ton-miles was 
as ftollows: 


1977 1978 Index, 78/77 





Domestic traffic 199 245 123.1 
International traffic 88,101 98,315 11.6 
Total traffic 88,300 98,560 111.6 


inese figures have not been broken down by basic organizations of associated 
labor from the various republics, but the growth trend is more or less simi- 
lar, except that domestic transportation is handled almost exclusively by 
work organizations located in Croatia. 
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The physical volume of passenger traffic, expressed in thousands of passen- 
ger-miles, has been as follows: 


1977 1978 Index, 78/77 








Domestic traffic 43,285 63,23" 146.1 
International traffic 29 561 56,952 192.7 
Total passenger traffic 72,846 120,190 165.0 


Though the figures have not been broken down by republics, the 46.1-percent 
increase in the volume of domestic passenger traffic pertains mainly to 
Jadrolinija and certain other tourist transportation operations in Croatia, 
while in addition to Jadrolinija, and cross-ocean work organizations of Cro- 
atia, which accounted for most of the 92.7-percent increase in international 
passenger traffic, Prekomorska Plovidba of Bar (ferryboat) and Splosna Plo- 
vidba were also involved, but because of their relatively small share this 
general growth trend pertains mainly to Croatia. 


Total passenger traffic, in terms of passenger miles, increased 65 percent. 
The trend was as follow; in the number of passengers, in thousands: 


1977 1978 Index, 78/77 








Domestic traffic 5,898 6,500 110.2 
International traffic 116 437 376.7 
Total passenger trafZic 6,014 6,937 115.3 


Though the figures are not broken down by republics, because of the dominant 
share of work organizations in passenger transportation from Croatia, this 
overall rate of growth is also typical of work organizations in Croatia: 
domestic traffic increased by about 10 percent in terms of the number of 
passengers, international traffic increased more than 276 percent, and total 
traffic more than 15 percent. 


The results for passenger traffic by the ships and ferries of the merchant 
marine, if tours organized by tourist organizatiors and the operation of lo- 
cal carriers are excluded, are considerably more modest, as can be seen from 
the following table: 





1977 1978 Index, 78/77 
Number of passengers carried, in 
thousands 4,918.6 5,161.6 104.9 
By ferries alone, in thousands 3,234.0 3,486.0 107.6 
By ferries alone, in percentage 65.8 67.5 -~ 
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Table (continued) 





1977 1978 Index, 78/77 
Number of passenger-miles, in thousands 70,687 96,623 136.7 
By ferries alone, in thousands 27,417 28,323 103.3 
By ferries alone, in percentage 38.8 29.3 -- 


A comparison of these two groups of figures points up the expansion of tours 
and services by local carriers, giving them exceptional importance and sup- 
porting the view that maritime passenger transportation should be included 
and treated as a whole (not just as part of Jadrolinija) and examined as a 
function of tourisa. 


Moreover, the role of ferry traffic is making itself increasingly evident on 
the relevant crossings, especially because of the automobiles, trucks, re- 
frigerated trucks and other motor vehicles carried. Converted to “standard 
vehicles" traffic was as follows, in thousands: 





1977 1978 Index, 78/77 
1,667.3 1,827.1 109.6 


Though coverage is not complete and no detailed breakdown was made by repub- 
lics, we can say that in 1978 ferries carried about 10 percent more motor 
vehicles than in 1977. 


Volume of Cargo Traffic Carried by Vessels of the Yugoslav and Croatian Mer- 
chant Marine by Directions and Type of Trade, in thousands of tons 











Volume of Traffic, Breakdown of 

in thousands of tons Traffic, % 
Directions and Type of Trade 1977 1978 Index 1977 1978 

Yugoslavia 

Exports 1,408.9 1,462.8 103.8 7.1 6.6 
Imports 3,957.0 4,306.5 108.8 19.8 19.3 
Exports + imports 5,365.9 5,769.3 107.5 26.9 25.8 
Transit 544.8 467.8 85.8 2.7 2.1 
Be ween foreign ports 11,981.1 13,911.3 116.1 60.0 62.4 
fctal international traffic 17,891.8 20,148.4 112.6 89.6 90.3 
D sestic* 2,092.3 2,159.3* 103.2 10.4 9.7 
fotal traffic 19,984.1 22,307.7 111.6 100.0 100.0 
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Table (continued) 
































Croatia's 

Volume of Traffic, Breakdown of Share in 

Directions and in thousands of tons Traffic, % Yugoslav 
Type of Trade 1977 1978 Index 1977 1978 Traffic 

Croatia 
Exports 1,060.8 1,142.6 107.7 7.7 7.3 78.1 
Imports 2,984.0 3,529.2 118.2 21.6 22.6 81.2 
Exports + imports 4,044.8 4,671.8 115.5 29.3 29.9 81.0 
Transit 508 .8 350.0 68.7 3.7 2.2 74.8 
Between foreign ports 7,159.6 8,421.3 117.6 51.9 54.0 60.5 
Total international 

traffic 11,713.2 13,443.11 114.8 84.9 86.1 66.7 
Domestic* 2,092.2 2,164.0*% 103.4 15.1 13.9 100.0 
Total traffic 13,805.4 15,607.1 113.0 100.0 100.0 70.0 





* The figure for domestic traffic is confined to Croatia, but once the fig- 
ures are rounded off, there are only slight discrepancies between the figures 
for Croatia and for Yugoslavia. 


It fellows from the table above that total cargo traffic in tons was 13 per- 
cent greater for Croatian vessels and 11.6 percent greater for the Yugoslav 
fleet. 


Total domestic traffic was up 3.4 percent in Croatia, and total interra- 
tional traffic was up 14.8 percent for organizations of associated labor lo- 
cated in Croatia and up 12.6 percent for the entire Yugoslav Merchant Marine. 
Cargo traffic between foreign ports was up 17.6 percent for Croatia and 16.1 
percent for Yugoslav organizations of associated labor. Cargo traffic con- 
sisting of Yugoslav exports and imports was up 15.5 percent for Croatian and 
7.5 percent for Yugoslav organizations of associated labor, which indicates 
that Croatian vessels had a slightly higher involvement in carrying our 

cargo shipments. 


Transit traffic dropped 31.3 percent in Croatia and 14.2 percent in Yugosla- 
via as a whole; which means that Croatian organizations of associated labor 
had a relatively smaller share in this transit traffic, which in any case is 
modest. 


The breakdown of traffic by directions and type of trade in 1978: Yugoslav 
exports and imports represented 29.9 percent of Croatian traffic and 25.8 
percent of Yugoslavia's traffic; transit had shares of 2.2 percent and 2.1 
percent, respectively; traffic between foreign ports represented 54.0 per- 
cent and 62.4 percent, respectively; and domestic traffic represented 13.9 
percent and 9.7 percent, respectively, the latter consisting entirely of do- 
mestic traffic by Croatian vessels. 
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In 1978 Croatian work organizations carried 81 percent of Yugoslav exports 
and imports carried by Yugoslav vessels, 74.8 percent of the transit cargo, 
60.5 percent of the traffic between foreign ports, 66.7 percent of total in- 
ternational traffic (exports + imports + transit + traffic between foreign 
ports), and 100 percent of domestic coastal traffic. 


The table below shows proportional changes in the pattern of traffic by di- 
rections and type of traffic; they were very slight in 1977 and 1978. 


An analysis made of the predominant share of cargo carried by Croatian ves- 
sels by types of traffic shows the following (in thousands of tons): 


























_1977 1978 

Type of Traffic Volume Share, Z Volume Share, Z% Index, 78/77 
Line cargo* 3,047.7 24.9 3,219.1 23.5 105.6 
Traffic of tramp 

shipping 5,704.5 46.6 6,709.1 49.0 117.6 
Time charter 3,488.8 28.5 3,775.7 27.5 108.2 
Total traffic* 12,241.0 100.0 13,703.9 100.0 112.0 
Tanker traffic alone** 5,690.0 46.5 6,400.0 46.7 112.5 





* Total traffic by types of cargo shows small upward deviations from total 
cargo traffic, because rate tons were in part computed for line shipping. 

** Tanker cargo, given separately, is not totaled, since it is already con- 
tained in the total traffic for tramp shipping and time charter. 


In the breakdown of 1978 by types of traffic, Croatian vessels carried 5.6 
percent more line cargo, 17.6 percent more tramp cargo and 8.2 percent more 
cargo in vessels leased under time charter. Included here is a 12.5-percent 
increase for tanker cargo. 


In the breakdown of the international traffic of Croatian ships in 1978 line 
cacgo had a share of 23.5 percent, tramp cargo 49 percent, and cargo carried 
by vessels under time charter 27.5 percent. 


Tanker cargo (petroleum and derivatives) had a share of 46.7 percent in to- 
tal international traffic carried by Croatian vessels in 1978, while its 
share was 31.8 percent in the total international traffic of the Yugoslav 
fleet. The changes in proportion among the types of cargo were slight in 

1 77 and 1978, as can be seen from the table. 


‘ -ssels of the entire Yugoslav fleet under time charter carried 5,627,099 
tons of cargo in 1977 (31.5 percent of total international traffic), while 
in 1978 they carried 5,832,599 tons (28.9 percent of total international 
traffic), which means a growth of 3.6 percent (the growth was 8.2 percent 
tor Croatian vessels). This means that in 1977 Croatian vessels carried 62 
percent of total time charter cargo, while their share in 1978 was 64.7 per- 
cent. 
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The tonnage of the entire Yugoslav fleet under time charter in 1977 was 
1,228,142 deadweight tons (39 percent of the total 3,157,360 deadweight tons 
of the fleet), while in 1978 that tonnage was 1,259,255 deadweight tons (36 
percent of the total 3,516,069 deadweight tons of the entire fleet), which 
represents a 2.5-percent increase. 


These results in the traffic of vessels under time charter (about 30 percent 
of total international cargo) and the share of vessels under time charter in 
the total fleet (more than 36 percent of the fleet's capacity) indicate the 
significance of this type of business to our merchant marine. Along with 
traffic in tramp shipping time charter has the dominant impact on traffic 
between foreign ports (54 percent for Croatia and 62.4 percent for Yugosla- 
via), which has an essential impact on the operating results of shipping as 
a whole. 


Share of the Vessels of Our Merchant Marine in Carrying Yugoslav Exports and 
Imports and Transit Through Yugoslav Ports 


The volume of Yugoslavia's foreign trade was as follows in 1977 and 1978, in 
thousands of tons: 











Direction 1977 1978 Index, 78/77 
Exports 9,662 9,530 98.6 
Imports 27,288 28,876 105.8 
Total trade 36,950 38,306 103.7 


Our total foreign trade increased, then, 3.7 percent. 


The share of that passing through Yugoslav seaports was as follows, in thou- 
sands of tons: 




















Proportions 
Direction 1977 1978 Index, 78/77 1977 1978 
Exports 3,518 3,277 93.1 %.4 34.4 
Imports 12,612 13,592 108.6 45.9 47.1 
Total trade 16,030 16,869 105.2 43.4 44.0 


The growth of Yugoslav exports and imports passing through Yugoslav seaports 
was slightly greater, 5.2 percent over the previous year. About 34 percent 
of Yugoslav exports and 40 percent of its imports went through Yugoslav sea- 
ports (by sea) in 1978; and the share of total exports and imports was about 
44 percent. However, if we also take into account a portion of the freight 
which crossed tne border on land and was then loaded on vessels (domestic or 
foreign) at Trieste, Venice, Salonika, and North Atlantic ports (Hamburg, 
Bremen, Rotterdam, and Antwerp), it follows that the actual share of marit- 
time shipping is about 50 percent of Yugoslav foreign trade. 








The share of Yugoslav seaports in Yugoslavia's foreign trade can objectively 
be increased by modernization of the ports and of transportation facilities 
leading to the ports and by developing integrated transportation, but tran- 
sit cargo from the hinterland gravitating toward ports on the Adriatic can 
be attracted to a considerably greater degree. 


It is evident from the table that the employment of our fleet in carrying 
exports and imports (about 30 percent in 1978), in carrying transit cargo 
(about 10 percent) and in general traffic through Yugoslav seaports (25 per- 
cent) is inadequate. Foreign vessels carry the remainder. To be sure, the 
situation has improved since 1977, as can be seen from the fact that our 
fleet's share in carrying exports and imports increased from about 27 per- 
cent to 30 percent, while its share of total cargo loaded and unloaded in 
Yugoslav seaports increased from 23.8 percent to 25.1 percent. Finally, 
this also shows, if we combine the figures, that Yugoslav vessels carried 
about 13 percent more international cargo through Yugoslav seaports, while 
the traffic of that cargo carried by foreign vessels increased only 5.3 per- 
cent. 


Last year, then, foreign vessels carried about 17 million tons of cargo 
passing through Yugoslav seaports, about 11.8 million tons of this repre- 
senting Yugoslav exports and imports, while we carried only 14 million tons 
between foreign ports, so that in quantitative terms the balance of cargo 
traffic in international transportation (our traffic between foreign ports 
relative to the traffic of foreign vessels through Yugoslav ports) is detri- 
mental to us, and this certainly has an impact on the negative final balance 
of foreign exchange in maritime shipping (net foreign exchange proceeds of 
Yugoslav vessels minus outlays of foreign exchange for goods to be carried 
by foreign vessels). 


Share of Yugoslav and Foreign Vessels Carrying Yugoslav Exports and Imports 
and Transit Cargo Passing Through Yugoslav Seaports, in thousands of tons 


Direction* 





Total Traffic 


Exports + Through Yugo- 
Exports Imports Imports Transit slav Seaports 








1977 
“eaport traffic 3,518 12,512 16,030 5,168 21,198 
sreakdown 
By domestic vessels 1,182 3,213 4,395 658 5,053 
By foreign vessels 2,336 9,299 11,635 4,510 16,145 
1978 
Seaport traffic 3,277 13,592 16,869 5,832 22,701 
Breakdown 
By domestic vessels 1,288 3,834 5,122 581 5,703 


By foreign vessels 1,989 9,758 11,747 5,251 16,998 








Table (continued) 


Direction* 





Total Traffic 


Exports + Through Yugo- 
Exports Imports Imports Transit slav Seaports 








Index, 78/77 


Seaport traffic 93.1 108.6 105.2 112.8 107.1 
Domestic vessels 109.0 119.3 116.5 88.3 112.9 
Foreign vessels 85.1 104.9 101.0 116.4 105.3 


Proportional Breakdown, 1977 


Seaport traffic 100.0 100.0 100.0 100.0 100.0 
Breakdown 
By domestic vessels 33.6 25.7 27.4 12.7 23.8 
By foreign vessels 66.4 74.3 72.6 87.3 76.2 


Proportional Breakdown, 1978 


Seaport traffic 100.0 100.0 100.0 100.0 100.0 
Breakdown 
By domestic vessels 39.3 28.2 30.4 10.0 25.1 
By foreign vessels 60.7 61.8 69.6 90.0 74.9 





* The figures on traffic through seaports and the share of vessels in that 
traffic do not fully coincide with the indicated traffic of vessels because 
of differing coverage of the figures. That is, ship traffic is calculated 
on the basis of cruises begun and completed during the accounting year, 
while seaport traffic is recorded according to loading and unloading between 
1 January and 31 December of the current year. 


It is clear that efforts should be directed toward increasing the share of 
Yugoslav vessels in carrying Yugoslav exports and imports, but not to the 
detriment of traffic between foreign ports, since in that case the necessary 
results in terms of foreign exchange would not be achieved. This is espe- 
cially important, since the level of our foreign trade, placed in a broader 
context, is relatively modest. Yet this is closely bound up with the prob- 
lem of enlarging the capacity of our merchant marine, its modernization and 
changes in its composition. 


We should mention that these figures are indicated only at the level of the 
Yugoslav merchant fleet and of Yugoslav seaports as a whole, since vessels 
call at all seaports regardless of the location of the headquarters of the 
work organization rendering port or shipping services, so that from a meth- 
odological standpoint the breakdown by republics is unnecessary. The trends 
generally valid for our maritime transportation as a whole are thereby con- 
firmed. 
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Operating Results in Terms of Foreign Exchange of the Work Organizations En- 
gaged in the Maritime Shipping of Croatia and Yugoslavia 


Below we give the results of operations on the international maritime market 
(cargo carried between foreign ports, transit cargo through Yugoslav sea- 
ports and domestic imports and exports, as well as passenger traffic and 
other operations), in millions of dollars. 














Croatia's 
Share in 
Inflow of 
Yugoslavia Croatia Foreign 
Index, Index, Exchange 
Basis 1977 ] 78/77 1977 1978 78/77 1977 1978 
1. Total for- 
eign ex- 
change in- 
flow 484.1 554.8 114.6 355.1 403.4 113.6 73.4 72.7 
2. Total for- 
eign ex- 
change out- 
flow 285.6 335.3 117.4 209.0 234.2 112.0 73.2 69.8 


3. Net foreign 
exchange in- 
flow (1 - 2) 198.5 219.5 110.6 146.1 169.2 115.8 73.6 77.1 
4. Interest paid 
in foreign 
exchange 16.1 19.9 123.6 
5. Payment of 
principal in 
foreign ex- 
change 47.8 58.1 121.5 
6. Net foreign 
exchange re- 
sult (3 - 4 
- 5) 134.6 141.5 105.1 
Rate of net for- 
eign exchange 
inflow (3 x 
100):1 41.01 39.56 -- 
xate of net for- 
eign exchange 41.13 41.94 
result (6 x 
100):1 25.73 25.50 -- 


Total foreign exchange revenues of the entire merchant marine in 1978 in- 
creased 14.6 percent over the previous year, and the increase for organiza- 
tions of associated labor located in Croatia was 13.6 percent. Croatia's 
share was about 30 percent of the fleet's total foreign exchange revenues. 
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The following should be borne in mind in evaluating the real magnitude of 
these foreign exchange revenues: 


i. The actual devaluation of the dollar (in which the foreign exchange in- 
flow is computed) against the principal convertible currencies between Janu- 
ary 1978 and December 1978, as follows: 


$1 U.S./DM from 2.122 to 1.895, i.e., by 10.7 percent, 
1 pound/$ U.S. from 1.829 to 1.981, i.e., by 8.3 percent, and 
$1 U.S./yen from 226.45 to 195.90, i.e., by 13.5 percent. 


Taking the monthly rate of devaluation of the dollar, the average annual 
rate of devaluation of the dollar (excluding the extreme value of the reval- 
uation © the Japanese yen) was about 5.5 percent, so that the real value of 
the tocal foreign exchange inflow was objectively less by that amount. 


ii. The volume of international transport (of cargo in tons) in 1978 was 
12.6 percent greater for the entire fleet and 14.8 percent greater for Cro- 
atian shipping, which is approximately at the level of the nominal growth of 
the foreign exchange inflow (14.6 percent for Yugoslavia and 13.6 percent 
for Croatia), which confirms the previous conclusion. 


The foreign exchange outflow (operating costs of vessels incurred in foreign 
exchange) increasei 17.4 percent for the entire merchant marine and 12 per- 
cent for that portion of shipping pertaining to Croatia (all Mediterranean 
and passenger flee\:s are located in Croatia, along with a part of the fleet 
with a smaller operating radius relative to domestic ports--so that the 
level of operating costs incurred in foreign exchange is relatively lower). 


The net foreign exchinge inflow (foreign exchange revenues minus operating 
expenses incurred in ‘oreign exchange) increased only 10.6 percent for the 
Yugoslav fleet and 15.8 percent for Croatian shipping, so that the share of 
Croatian work organizations in the total foreign exchange inflow increased 
from 73.6 percent (in 1977) to 77.1 percent (in 1978). 


With respect to the change of the foreign exchange inflow (which was smaller 
because of the general market situation) and the foreign exchange outflow 
(which was higher because of more difficult operating conditions) it follows 
that the rate of the net foreign exchange inflow dropped from 41 percent in 
1977 to 39.6 percent in 1978 for the Yugoslav fleet, while Croatian shipping 
improved slightly from 41.1 percent in 1977 to 41.9 percent in 1978 because 
of the character of its operations, as mentioned. 


The rate of the net foreign exchange inflow, which, then, ranges about 40 
percent (expenses incurred in foreign exchange are 60 percent) is markedly 
unfavorable, since in previous years (before the recession and even in some 
of the periods of crisis) the rate of the net foreign exchange inflow was 
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even several percentage points higher than 50 percent. So, even if trans- 
port and transport services vere granted an incentive on the basis of the 
predominant share of domestic value incorporated in the total product (which 
is granted in the case of exported commodities) most of the maritime ship- 
ping industry would have no benefit from this unless there were an essential 
correction of the operating balance in terms of foreign exchange (which, of 
course, does not dispute the need for an incentive on that basis, but on the 
contrary shows the urgent need for it). 


The rise in operating costs incurred in foreign exchange was largely brought 
about by port expenses, loading and unloading costs, commissions of agents 
and other services, which altogether increased by nearly 25 percent, and 
also by capital maintenance, repairs and docking, which together increased 
about 45 percent. 


The adverse growth trends of this group of expenditures are continuing, but 
the situation is worsening in 1979 because of the higher prices of fuel and 
lubricants (which did not increase essentially in 1978) and which have a 
share of about 25 percent in costs incurred in foreign exchange. 


Debt repayment in foreign exchange (for the Yugoslav fleet) increased 22 
percent (from $64 million to $78 million), so that the net foreign exchange 
result (the net foreign exchange inflow from operations after deduction of 
debt repayments made in foreign exchange) increased only 5.1 percent in nom- 
inal terms (for the Yugoslav fleet--there are no figures for Croatia). 


Yet the problem of foreign exchange inflow appears in a special light if we 
treat it as a function of the makeup of the inflow of foreign exchange (con- 
vertible currency, bilateral clearing, and “foreign exchange rights,” 1.e., 
"foreign exchange dinars") for the Yugoslav fleet (since we do not have com 
plete figures for Croatia), but even this is enough to verify the general 
trends, as can be seen from the table below, in millions of dollars: 


Convertible Foreign Ex- 
Total Currency Clearing change Rights 
1977 
1. Total foreign exchange in- 
flow 484.1 323.8 10.8 149.5 
2. Total foreign exchange out- 
flow 285.6 250.8 3.2 31.6 
3 Net foreign exchange inflow 198.5 73.0 7.6 117.9 
uv. eakdown 
1. Total foreign exchange in- 
flow 100.0 66.9 2.3 30.8 
2. Total foreign exchange out- 
flow 100.0 87.8 1.1 ll.1 
3. Net foreign exchange inflow 100.0 36.8 3.8 59.4 
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Table (continued) 








Convertible Foreign Ex- 
Total Currency Clearing change Rights 
1978 
1. Total foreign exchange in- 
flow 554.8 392.2 11.3 151.3 
2. Total foreign exchange out- 
flow 335.3 322.1 4.8 8.4 
3. Net foreign exchange inflow 219.5 76.1 6.5 142.9 
Breakdown 
1. Total foreign exchange in- 
flow 100.0 79.7 2.0 27.3 
2. Total foreign exchange out- 
flow 100.0 96.1 1.4 2.5 
3. Net foreign exchange inflow 100.0 31.9 3.0 65.1 
Index, 78/77 
1. Total foreign exchange in- 
flow 114.6 121.0 104.0 101.0 
2. Total foreign exchange out- 
flow 117.4 128.0 150.9 26.6 
3. Net foreign exchange inflow 110.6 104.0 85.0 121.0 


The share of convertible currency in the total foreign exchange inflow vas 
about 71 percent (about 67 percent in 1977), and the share of “foreign ex- 
change dinars,” i.e., “foreign exchange rights,” which serve as a foreign 
exchange incentive (but do not represent “effective foreign currency"!) for 
Yugoslav exports and imports that are carried, is about 27 percent (about 31 
percent in 1977), and the share of clearing currencies is negligible. Reve- 
nues from domestic exports and imports ("foreign exchange dinars”--"foreign 
exchange rights") increased negligibly by only 1 percent, while convertible 
foreign exchange revenues from carrying foreign goods increased 14.6 per- 
cent. 


Nowever, the makeup of operating costs incurred in foreign exchange is hav- 
ing an essential adverse effect on maritime transportation's balance sheet 
of convertible foreign exchange. 


For instance, all of 96 percent (last year 88 percent) of total foreign ex- 
change costs are incurred in convertible currencies, while only a negligible 
portion (and that only at the beginning of the year) was incurred in “for- 
eign exchange dinars"--2.5 percent (considerably more in the previous year, 
about 11 percent). This abrupt increase in operating costs of vessels 
abroad which are incurred in convertible currencies largely resulted from 
unwise decisions early in the year to stop supplying vessels with various 
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expendable and other materials in domestic ports at export prices (on the 
basis of “foreign exchange rights"--“foreign exchange dinars") and the pur- 
chase of fuel in foreign exchange (which is the system for the sale of 
bunker oil that has been continuously in effect since the Liberation and is 
practiced at all ship bunker oil stations in all the world’s international 
seaports). About $30 million worth of expendable and other materials, along 
with about 15 percent of the fuel purchased in Yugoslavia (totaling $77.7 
million), representing at least $12 million, were transferred on those two 
bases from the category of “foreign exchange dinars” to the category of “ef- 
fective foreign currency." To be sure, these two items in the foreign ex- 
change balance of maritime shipping figured as foreign exchange outflow even 
in the past, but $42 aillion of the total was not an outflow of foreign ex- 
change abroad, but consisted of payments made in foreign exchange vithin the 


country, and they therefore represented a foreign exchange revenue in the 
national balance of payments. 


If we draw up balances of the foreign exchange inflow and outflow by types 
of foreign exchange, the net foreign exchange inflow shows that the situa- 
tion has detericrateo «sentially with convertible foreign exchange. Con- 
vertible currencies **p esented only 32 percent (about 37 percent the pre- 
vious year) of the t ‘te. net foreign exchange inflow, while foreign exchange 
dinars ("rights") rer sented 65 percent (about 59 percent in 1977). 


When we also take int. account obligations for debt repayment in foreign ex- 
change (predominantly in convertible currencies), then the entire inflow of 
convertible foreign exchange is nearly canceled out in the final foreign ex- 
change results. 


So, along with all the efforts to increase our merchant marine’s employment 
in carrying our exports and imports, the fleet must not only saintain its 
positions, but must even step up its efforts to attract more cargo on the 
international market if it wants to avoid a still more critical situation in 
its balance of payments. 


Otherwise the “foreign exchange rights" (to stimulate exports), i.e., "for- 
ei,n exchange dinars,” earned through the changes in the system, will have 


to be “covered” and recognized as “effective foreign exchange,” which is not 
the case in present practice. 


0: 2800 END 
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